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The Colombo Conference 


HE Colombo conference is now well launched on its “sea of 
troubles.” Apart from the supremely encouraging fact that a 
Commonwealth of equally free Western and Asian nations can meet 
together in Asia to discuss Asian affairs—an all but inconceivable idea 
only five years ago—the situation that the Commonwealth Ministers 
have to study in Colombo is dark indeed. The split within their own 
ranks, between Pakistan and India, will not appear on the official 
agenda. Yet all the mediatory powers of the Commonwealth are pre- 
sumably being mobilised to end a situation in which these two nations 
—which are, among other things, each other’s best customers—not 
only spend over half their budgets on military preparations directed 
against each other but have actually declared a commercial war. 
High on the official agenda is the problem of drafting a peace treaty 
for Japan. This task, which confronts the Commonwealth with a diffi- 
cult choice between the revival of some military capacity in Japan 
and the risk of a successful Communist coup, has not been 
made any easier by the United States’ failure to resolve the same 
ditemma. It appears that an American draft treaty had been expected 


- as a basis for Commonwealth discussion. The State Department has 


not, however, succeeded in reconciling the need for some Japanese 
forces with that of reassuring Japan’s neighbours, particularly in the 
Philippines. Nor has a way been found to combine the American 
military authorities’ desire to retain bases in Japan and the islands 
with the need to leave no opening for Communist attacks on “ Ameri- 
can imperialism.” A preliminary draft would undoubtedly have given 
a focus to Commonwealth discussion and it is unlikely that the 
Australian and New Zealand governments—which have delayed their 
recognition of Communist China in order to keep in step with Ameri- 
can policy—will be ready to commit themselves without a prior know- 
ledge of the attitude of the United States. 


The issue of Indian-Pakistani relations and the peace treaty for 
Japan are, in reality, subordinate to the main item on the Colombo 
agenda—the menacing, ubiquitous and baffling problem of Com- 
munism in Asia. If official speeches are any guide to the conference’s 
_ attitude, it would seem that a great deal of emphasis will be laid upon 
_ plans for accelerating economic development in South-East Asia so 
_,, that the apocalyptic promises of Communism can be met by the sober 
- feality of rising standards of living. Before the conference opened, 
_. Mr Noel Baker gave an interview to the press, much of which he 
~ «devoted to the economic assistance Asia would require ; and in Mr 
»» Senanayake’s opening address, the theme that economic development 
~) ds ‘the answer to,\Communism was taken up again again. This view is, of 


Ne cee Bedi 0 eager 0 Shc wleeuhae! pram 





lapse. The Nationalists received American armed 
stanc but the’ regime. proved too corrupt and incompetent to 
suse of it, The argument has therefore tended to swing to the 
atreme. The whole answer is believed to lie in curing the 
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economic and social conditions which encouraged the — 

defection of the Chinese peasant ; and since the task 

before the Colombo conference is to prevent the repeti- 

tion of the Chinese collapse in other parts of Asia, the 

_ conclusion appears obvious. Economic projects and 
considerations must have pride of place. 


x 


There are two reasons why this line of approach is 
false, or at the best represents only a half-truth. The 
first is the time factor. Economic development among 
backward millions still haunted by the Méalthusian 
spectre is a slow business. Yet the pressure of Com- 
munism on Indo-China, Malaya and Burma is of today, 
on Siam and Indonesia and the Philippines, at the best, 
of tomorrow. The second reason is that at every turn 
economic development is dependent upon strategic and 
political considerations. In the Colombo discussions, as 
in every other attempt to deal realistically with the 
world’s ills, economic projects are a useless vanity until 
a sound political basis for them has been laid. 

The most immediate requirement is obviously that of 
defence. Communists at least do not share the western 
illusion that one can dispense with bayonets provided 
there is a promise of bread. The French workers who 
are trying to sabotage the despatch of arms to Bao Dai’s 
armies in Ind ina, the guerillas in the Malayan 
jungle and the Burmese countryside believe in the 
priority of force. The first assurance that the Common- 
wealth needs to give not only to its own Asian partners 
but to the newly formed independent Asian nations is 
of assistance against violent internal or external attack. 
The matter is admittedly one of great delicacy. Countries 
which have only just seen the armies of the western 
colonial powers de do not want them back again. 
The provision of military supplies and technical advisers 
would not, however, be open to the same objection, par- 
ticularly if the offer of Indian and Pakistani officers and 
experts were a central feature of the scheme. In this 
context, the absorption of both in the Kashmir dispute 
entails the gravest possible weakening of independent 
Asia’s capacity to resist Communist imperialism. It 
appears that a scheme exists, at least on paper, for making 
an offer of joint British-Indian military and financial 
assistance to Burma. The precedent might be extended 
so as to include other Commonwealth members and to 
offer aid to other threatened nations. 


Such a policy would, naturally, entail careful 


co-ordination with American strategic plans. Never- 
theless, it would not amount to formal “ Pacific 
Pact” for which some p has been made. 


This with its suggestion of clearcut fronts 
in a world-wide cold war, has been received with 
some hostility in parts of Asia, particularly in India, 
where resistance to Communism at home is still 
found consistent with the hope of neutrality in the 
world at large. The more modest alternative of guaran- 
teeing military supplies and technical advice might be 
said to resemble rican policy at the time of Lend- 
lease. It would leave the governments which were ready 
to resist Communism in no doubt of the support they 
would receive, but it would not entail the formal mutual 
‘obligations of a full-scale military pact. 

It is not simply the primacy of military security that 
the matter is economic—for instance, in the whole range 
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of projects for investment and development—political 
considerations are, in fact, decisive. The scale and 
effectiveness of economic de 


velopment throughout the 
area turns the competence of the governments 
concerned one sense, the western powers are ex- 


tremely fortunate in the political development of the 
last few years. The authority of the governments in 
India, Pakistan, Ceylon and Indonesia is based upon 
the only emotion capable of providing an antidote to the 
secular religion of Communism. Nationalism, recently 
triumphant in the struggle against colonial dependence, 
still has a magnetic appeal for the masses. The new 
identification of Communism with Chinese expansionism, 
the scourge of Asia’s past, may also help to maintain the 
emotional hold of the new national governments on their 
peoples. But this same nationalism, while it creates a 
real measure of political stability, can also become an 
insurmountable obstacle to speedy and efficient economic 
development. The dilemma which defeated the Ameri- 
cans in China lay between the incompetence and corrup- 
tion of the officials handling American aid, and the 
nationalist resentment that forbade any American to 
handle it directly himself. It is possible, indeed likely, 
that the position in the Asian Dominions and in Indo- 
nesia is not so tragic. All have had experience of western 
administration throughout the country for over three 
centuries. All have in the immediate past been able to 
profit by Burma’s melancholy mistake in dispensing too 
soon with European advisers and officials. Yet the under- 
lying dilemma remains between the insufficient numbers 
and insufficient experience of Asian officials and business- 
men responsible for development and the nationalism 
which forbids too great a dependence upon outside in- 
struction, experience and advice. 
* 


There is perhaps no better instance of this obstacle 
to progress than the attitude of Asian governments—or 
indeed of governments in other under-developed areas 
to the vital issue of agriculture. Even if there were 
no other lesson to be gained from the Communist victory 
in China, it is that reconstruction must begin with the 
peasant and that agricultural investment must have the 
highest priority. Improved methods of agriculture, 
better implements, rural roads and water supplies, the 
beginnings of electrification—it is by such means that 
a genuine economic revolution can be achieved not only 
in South East Asia but in the Middle East and South 
America as well. Yet the plans of most of the local 
governments are concentrated upon ambitious projects 
for industrialisation, inspired by the nationalism that 
prompts them to achieve i from the old in- 
dustrial centres of the West. It may be that the new 
government in Indonesia will prove an exception to this 
rule. It is seeking American loans to accomplish in th: 
first place a special plan of development for agriculture 
which includes the use of better seeds, better fertilizers, 
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ot an international agency on 
whi Roedtee okt and European peoples mect on 
ing of euaity might prove more cea thn 
the same assistance offered under a national flag. Hither- 
to, it has been hard to discern any distinctively British 
or Commonwealth policy in relation to the United 
Nations agencies. In fact, the only noteworthy event in 
recent months has been the rebuff delivered by the 
Colonial Development Corporation to the World Bank. 
But the Commonwealth, acting in close co-operation with 
the United States, could undoubtedly influence the 
policy of the agencies and at the same time enhance their 


channels of western aid to Asia, the immense obstacle 
of Asian nationalism might still be by-passed. The 
United Nations is now considering an $86 million pro- 
gramme of technical assistance to backward areas. The 
direction is set, the machinery exists. But there is little 
sign of British or even American enthusiasm to set the 
vehicle in motion. 

It is not only over the Asian aspect of economic de- 
velopment that political considerations are paramount. 
It cannot be emphasised too often that, for the time being 
at least, any “ bold new programme ” of western invest- 
ment in Asia must be a decision of political necessity 
far more than a normal economic venture. The con- 
ditions that will tempt private western capital—and that 
means, to all intents and purposes, private American 
capital—into Asia on a sufficient scale do not for the time 
being exist and must first be created. Capital cannot be 
tempted out when conditions are uncertain, 
when exchange control threatens the convertibility of 
profits and the repatriation of capital, when possibilities 
for investment are wide open at It is a fact that 
in the first three years after the war private American 
investment abroad amounted to only $2 billion—and 
three-quarters of that figure was invested in oil. There 
can be no realistic reliance on the hope that “the job 
will be done by private investment.” It will not. The 
decision to assist the economic of Asia— 
a vital and necessary decision—must be taken by tye 


The Liberals’ 


“HERE is no party for whom the imminence of the 
election is more fateful than it is for the 
Liberals. For them the 1950 general election must be 
decisive. They hope to increase their representation in 
parliament from its present strength of ten ; and though 
the ambition to hold the balance in the next parliament is 
chimerical, any increase would show that the long ebb 
tide had turned and would encourage 
again becoming a force to be reckoned with at West- 
minster. But, if, on the other hand, the Liberals win 
only their present ten, or perhaps Jes fewer, seats, then 
A ue che 
the Liberal Party as a politi in the accepted sense 
Tepeaes ehch-welenet ES darnn tone ot Bath 
politics, the party which despite its slow decline has still 
the greatest record of achievement to its credit, faces 
its last chance. It behoves not only Liberals but all who 
care about liberalism in its non-party sense to examine 
the way in which the Liberal Party intends to fight the 
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ments and sustained by governments. Later, certainly, 
private investment may be tempted in by such expedients 
as government guarantees or remissions of tax. But here 
and now the decision to extend aid is political. In other 
words, it is the United States and the Commonwealth 
Governments that must decide to act. President Truman, 
it is true, accepted the need for government action a 
year ago, but his programme of $25 million for technical 
assistance has still to receive congressional approval. 


If one point emerges more than any other from a 
consideration of Asia’s immediate needs, it is that no 
programme can be effective without the closest co-opera- 
tion between the Commonwealth and the United States. 
Possibly it is on this issue that the most momentous 
political decision has yet to be made. For each to accept 
the other as a close partner in Asia is in fact a very grave 
and far-reaching decision and it is not at all certain that 
either side has faced the implications. The British have 
on occasion shown profound distrust of American activi- 
ties in Asia, particularly in India and the Indian Ocean. 
On the American side, as for instance in some of the 
proposals for the disposal of the sterling balances, there 
have been signs of a lingering suspicion that both sterling 
area and Commonwealth are an anti-American plot. This 
kind of rivaliryis a ruinous political luxuryin an areaunder 
imminent Communist threat. So great are the needs of 
Asia—military and economic—and so small, relatively, 
the resources that the west can put at its disposal, that 
Anglo-American competition is nothing short of ludi- 
crous. Even if nothing closer and more confident can 
be managed, the two systems can at least establish spheres 
of predominant responsibility—America, say, in Japan, 
the Philippines, Siam and Indonesia ; the Commonwealth 
within its own territories and in Burma. But such a 
division should be regarded as a pitiful minimum. The 
real need is for joint action in the sphere of military 
assistance, through each agency of the United Nations 
in economic development, in direct political negotiation. 
The statesmen who have been conferring at Colombo 
have the chance of laying the foundations of such 
co-operation on the side of the Commonwealth, and 
who shall say whether that opportunity may ever recur ? 


Dilemma 


It is necessary, first of all, to justify the use of such 
apocalyptic language, for at first sight it would seem that 
the Liberal Party has a reasonable chance both of attract- 
ing votes and of winning seats next month. The various 
opinion polls have been registering a popular vote for the 
Liberals varying between ten and fourteen per cent. If 
the Liberals had candidates in every constituency this 
would mean a Libera! vote of between 2,500,000 
and 3,500,000 (compared with rather less than 
2,250,000 in 1945). If there were any direct con- 
nection between votes and seats it would mean a parlia- 
mentary representation of between 60 and 85 seats. But 
even the 400 candidates that the Liberals claim to be 
putting into the field will leave more than one-third of 
the constituencies uncovered. When allowance is made 
for this (and also, of course, for the presumption that the 
candidates will be put up in the most promising places), 
the public opinion polls would indicate a Liberal vote of 
not more than about 10 per cent of the total poll— 
that is, of not much more than last time. - 
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More important than these exercises in arithmetic is 
the melancholy fact that for a small party there is no 
equation that relates popular votes to successful. parlia- 
mentary candidates. It is true that there is an empiric 
calculation by which (as a correspondent suggested last 
week) the relative parliamentary strengths of the two 
major parties can be deduced from the relative amount 
of popular votes accorded to them. But with a system of 
direct representation, the same does not hold true of a 
party which has fallen out of the running for effective 
power. In fact any arithmetical calculation may well be 
inverted ; that is to say, the Liberals may increase their 
popular vote and yet lose seats. For it is an inescapable 
that the Liberal is almost bound to lose in a contest 
where he has ts from both the major parties. Of 
the ten present Liberals, eight were elected in 1945 in 
straight contests. But one has lost his seat already 
through the abolition of the university vote, and of the 
rest only one (Mr Hopkin Morris in Merionethshire) is 
not yet threatened with both Labour and Conservative 
opponents next month. There are, of course, possi- 
bilities for which such calculatiorts as this cannot allow. 
The Liberal candidate, having read the gloomy prognosti- 
cations of the public opinion polls and the newspapers, 

might well say with Chesterton : 


And when the pedants bade us mark 
What cold mechanic happenings 
Must come, our souls said in the dark 
“ Belike ; but there are likelier things.” 


But heroics do not make good politics ; and while hoping 
for the best, the friends of the Liberal Party would do 
well to cherish no illusions. 


* 


In these tragic circumstances, the strategy that the 
Liberal Party pursues in this election should have two— 
possibly somewhat divergent—objectives. First, it 
should, of course, strive to achieve the best result possible 
in this general election. But secondly, it should take 
account of the i that, when the results come 
in, Liberals may have to abandon the attempt to pursue 
their aims through parliamentary representatives of their 
own, and it should, therefore, aim to put the Liberal 
movement into as favourable a position as possible for 
the new course that will then have to be set. 

Not every section of opinion within the party approves 
of the policy of nominating 400 candidates. There is 
one school of thought that argues that this will merely 
dissipate the very limited resources, of money and of 
manpower, that are available, and that it would have 
been far better to have concentrated on fighting 
effectively some fifty seats where Liberal ideas and 
organisations are well entrenched. But most of those 
who hold this view are not only—it may be not even 

i i f the Liberal 





HE ECONOMIST, January 14, 1950 


the fashion of the ’thirties—that it is Lord Woolton who 
most assiduously woos the Liberals and deplores the 
stubbornness of their candidacies, while Mr Morrison is 
almost paternal in his benevolence towards them, 


But the main body of Liberal opinion stands pat on 
the view that it is not their business to worry about which 
of the other parties will be helped or hindered by their 
action ; their job is to do the best they can for the 
Liberal Party. From this point of view, the argument 
for concentrating on fifty constituencies has one fatal 
defect. For which are the fifty constituencies where the 
Liberal candidates have a sporting chance, in a three- 
cornered fight, even with all the resources of the party 
concentrated behind them ? Except for the barest hand- 
ful of Welsh seats, the Liberals’ hopes turn on the 
accidents that can happen in large numbers. Even those 
who hope for thirty seats cannot name them. And 
obviously, if this is the case, the more candidates the 
greater the chance of lucky accidents. To concentrate 
on fifty constituencies might not produce one more seat 
in those fifty, but it would throw away the chance of 


picking up a few in the other 350 that would be 
abandoned. 


* 


So far as this election is concerned, therefore, there 
is some logic, of a rather desperate kind, behind the 
400-candidate policy—at least for those Liberals who are 
really indifferent between the other parties. But when 
the question is seen against the of the future 
course of a party that may have to abandon parliamentary 
ambitions, then it is far more open. If the Liberal 
future is that of an extra-parliamentary movement seek- 
ing to achieve its aims, not through its own members of 
parliament, but through those of other parties, does the 
promotion of 400 candidates help or hinder ? On the 
one hand it can be argued that the appearance in a con- 
stituency of a Liberal candidate immediately makes it 
unnecessary for either the Socialist or the Tory to pay 
any attention to Liberal views ; the absence of a Liberal 
candidate forces them both to woo the Liberal vote. 


them. A Liberal poll of 3,000,000 would be a clear 
warning to both the major parties that there is a con- 
siderable body of opinion in Britain which believes 
neither in Socialism nor in Conservatism. It would 
provide a firm i i 
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The Political Scene 


tho 
the ; 
is Retrospect of Parliament—I 
on 
ch HE twelfth Parliament of the present century is not 
a to meet again. The prorogation will be extended 
he and Parliament will be dissolved on February 3rd for a 
= new general election on the 23rd. A general election 
- ought to be concerned wholly with the future.’ In fact, 
a great deal of the campaign looks backward, in the 
attempt to attract praise and divert blame for what has 
a been done in the lifetime of the dead parliament. It is 
* proposed in a short series of articles to review the 
: parliamentary history (as distinct from the policies and 
4 administration of the Government) of the last four and a 
wa half years. 
te A political historian of the future, reviewing the Par- 
at liament of 1945-50, might be struck by four things. 
of First, despite the further growth in the importance of the 
Ye party machines, caucus government has not yet arrived 
in Britain ; the parliamentary leaders are still the masters 
rather than the servants of their parties. Second, both 
the major parties have managed to preserve their own 
cohesion within parliament and to prevent rifts within 
. the parties from having any serious political effect. Third, 
. despite the fury of political attack and counter-attack 
‘ in the press and on the hustings, there has been a sur- 
4 prising measure of agreement on many aspects of policy. 
. Over important areas of public affairs, notably foreign 
y affairs and international economic policy, there has been 
1 more agreement than disagreement between the oppos- 
: ing front benches. Fourth, despite a strong infusion of 
f young blood into the heart-of Westminster, the leader- 
: ship of the parties is almost exclusively in the hands of 
. the older men who formed the wartime Cabinet, many 
: of whom were in high office or high in their party’s coun- 
: sels in the thirties. 
y The first two developments have been particularly 
| noticeable in the Labour Party. One of the most striking 


political tendencies of the postwar years has been 
the increasing ease with which the members of the 
Government have been able to dominate the annual party 
; conference and to ignore any adverse resolutions passed 
there. This was, of course, largely due to the mere fact 
of being members of a government, armed with informa- 
' tion and responsibility. But it is, nevertheless, important 
since the constitution of the Labour Party was specifically 
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recast, after the MacDonald-Snowden debacle, in order to 
impose a large measure of control over the parliamentary 
leadership of the party. 


In the second place, within the Parliamentary Labour 
Party, the beginning of this Parliament saw a move by a 
section of its back benchers which, had it succeeded, 
might have introduced something like the caucus systems 
of Australia and New Zealand, and have extended con- 
siderably the influence of the rank and file over their 
leaders. From the autumn of 1945 onwards, the left 
wing of the Parliamentary Labour Party set out to bend 
Mr Bevin’s foreign policy towards the left. They fol- 
lowed this with efforts to influence policy on manpower 
(and, in particular, on conscription) and to a lesser degree 
on economic matters. That this had any success at all 
was due partly to the inexperience of the majority of 
the new Labour MPs and partly to the energy and ability 
of the left wing. The attempt at control was developed 
through the series of specialised committees which the 
Labour Party had established in 1945, and in particular 
in the External Affairs Committee. Instead of devoting 
itself to research, this body evolved into a pressure 
group which, first over Indonesia, then over Greece, and 
later over the reform of the diplomatic service, set out to 
exercise influence from below over Ministers. It took 
all of Mr Bevin’s massive strength—backed on occasion 
by his equally effective impatience—to check this process. 
By March, 1946, he brought the issue to a head by de- 
manding and achieving what was, in fact, a vote of con- 
fidence at a party meeting. The pressure was then turned 
on Mr A. V. Alexander, whose retreat in April, 1947, 
on the issue of conscription was due directly to this pres- 
sure from below. This aroused alarm among the party 
leaders, who then emasculated these specialised com- 
mittees, transferring their functions to a series of regional 
groups where the more active members of the left wing 
were swamped effectively by the loyal majority. More- 
over, events abroad had come to the rescue of the Govern- 
ment, for by early 1948 even the most obdurate fellow 
travellers in the party had been silenced, if not converted, 
by the intransigence of Soviet policy. 


Mr Herbert Morrison, the Leader of the House, con- 
trived to win this internal struggle without having for- 
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mally to retrace the step of relaxing the more rigid forms 
of party discipline sei te hal an at the Regione 
of the Parliament. Nevertheless, the discipline of the 
Labour Party is every whit as strict in 1950 as it ‘was in 
1945. There can also be no doubt that the pressure of 
the party machine on the individual Member of Parlia- 
ment, whatever his party, is now greater than ever. He 
has had to work far harder than ever before—though the 
greater part of the reason for that is to be found in the 
pressure of his constituents—and he has been less free 
to decide for aes how he should vote. But this 
growing strength of party discipline is exercised upon 
the back benchers in the ssivieste of their leaders ; it 
is the direct opposite of caucus control as it has 
developed in other countries. 


The united front which the Labour Party now presents 
is, of course, partly ascribable to fear that disunity would 
give the Conservatives their opportunity. But a great 
deal of credit must go to Mr Herbert Morrison, who has 
shown himself to be one of the great parliamentary tacti- 
cians. Moreover, the Prime Minister, though he will 
not rank as a great national leader, is heard with respect 
and authority not only in the Cabinet, but in the parlia- 


mentary Party. 


* 


For the Conservative Party at Westminster this has 
been a difficult four and a half years. It has had to learn 
to do something which does not come naturally to the 
Tory mind—to oppose a government on matters of prin- 
ciple rather than to exercise its “ natural ” right to govern 
empirically. It was a process which was complicated by 
the fact that on a wide range of subjects the Opposition 
discovered that Labour policy was very close to its own. 
On the principles of foreign affairs, on defence and ex- 
port policy and on the principles of the main social 
reforms such as national insurance and the health service, 
they could differ only in method and not in aim. This 
severely restricted the number of issues on which they 
could restore their morale by launching a real offensive. 
Mr Churchill did his best to rally his troops by picking 
a quarrel in the autumn of 1945 on the slowness of 
demobilisation, but it was not until the repeal of the 
Trade Disputes Act came up in 1946 that the Opposition 
could discover any real point d’appui. Even the first 
nationalisation measures—the Bank of England and the 
coal mines—had behind them a large volume of non- 
Labour support, so that the real battle of nationalisa- 
tion was not joined until road transport was included 
in the T Bill. It was not until the debate on 
the Steel Bill began in 1948 that the Conservatives could 
launch an attack in Parliament with a strong body of 
popular support at their back. 

Inside the Conservative Party in the House of Com- 
mons, an elaborate system of sixteen specialised com- 
mittees was developed to formulate policy and allow for 
a detailed study of measures. This system has had the 





have been no “* revolts ® o those within the 


the time of Munich. The Tory Reform Committee and 
the Progress Trust. both active in the last Parliament, 


THE ECONOMIST, January 14, 1950 
have disappeared. 
‘ degree of discipline throughout Seale period, but 

ting opposi 
developed slowly—indeed, the lack of it has 

been the subject of frequent taunts by Mr Morrison. 
Mr Churchill started off by assuming the full respon- 
sibilities of the Leader of the Opposition, and the mocking 
deference with which he asked Mr Morrison the “ busi- 
ness question” each Th became a parliamentary 
institution. But as the months went by and as Mr Chur- 
chill’s energies became devoted to more congenial tasks, 
this day-to-day leadership fell more and more to Mr 
Eden. This process was accelerated after the Conserva- 
tive candidate’s failure in the South Hammersmith by- 
election had produced definite, if polite, murmurings 
against Mr Churchill’s dilettante leadership. But on al! 
major occasions Mr Churchill’s vigour has been undimi- 
nished, and several of his speeches in this Parliament, 
such as that on Palestine in the summer of 1946, will 
rank among his greatest efforts, worthy of comparison 

with all but the pick of his wartime masterpieces. 


But, in general, the Tories have been slow in learning 
the technique of opposition and there have been only too 
many occasions when, as in last November’s groundnuts 
debate, they have wasted an obvious opportunity. This 
weakness has not been confined to the back benches. 
Though Mr Eden has developed immensely as a 
parliamentary figure during these years, his lieutenants 
have been often inadequate. Sir David Maxwell Fyfe, 
Mr Stanley and Mr Butler are the only members of 
the Opposition front bench whose performance in 
this Parliament has enhanced the reputation with 
which they began it. This is not to disparage 
two very important—and very dissimilar—figures in the 
House of Lords. Lord Salisbury has shown himself to 
be the only parliamentarian of Mr Morrison’s calibre, 
and a man capable of thinking in terms of statesmanship. 
Lord Woolton, who has achieved a reconstruction of the 
Conservative Party machine which exceeds the most san- 
guine hopes of his colleagues, has emerged as a figure 
of immense power in Conservative Party counsels. It is 
arguable that, were it not for the titanic figure of Mr 
Churchill, the Conservative Party might be in danger of 
that kind of rule by the party machine which they have 
always condemned in their opponents. 
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pendent party despite their sadly depleted ranks. Mr 
Frank Byers has emerged, after a shaky start, as one of 

promising young men of this Parliament. But 
ten members are too small a number to carry the burden 
of day-to-day parliamentary representation, and there 
have been some issues on which a Liberal voice has not 
been heard at all. 


_ This Parliament has seen the disappearance of a fami- 

liar, if small, ILP. Its prestige in the Com- 

mons derived a 
his in 
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had the Transport House cloak flung over him for the 
Gravesend by-election. The of the ILP has not 
been taken in an by the “ Prittites ”—the four ex- 
Labour MPs ring 1949, gathered around Mr 
D. N. Pritt... They have never in fact sought really to 
function as an inde group, partly because at least 
three of them have hi to be re-instated in the Labour 


Party, and partly because they split very rapidly over the 
issue of Tito. Nor have the Communists been effective 
spokesmen, even of their own cause. , 


* 


The future political historian might observe a fifth 
development during this Parliament, the rise in the pres- 
tige of the House of Lords at a time when its powers and 
composition were most in question. On the whole, de- 
fence, colonial policy, Commonwealth affairs and general 
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economic policy have been discussed on a much more 
informed and more authoritative plane in the upper than 
in the lower house. Lord Keynes on the America Loan, 
the India debate, the debates on the Parliament Bill, on 
Marshall Aid, and on devaluation far outstripped in bril- 
liance and insight their counterparts in the lower house. 


The historian would almost certainly conclude 
that it has been an important Parliament—and not only 
or mainly by virtue of the legislation it has passed. The 
renewed party conflict, the greatness of the issues in- 
volved, the new status of an MP as the friend of his 
constituent against the machinations of bureaucracy, have 
contributed towards removing from the status of burgess 
or of knight of the shire the taint associated with the word 
“ politician ” in the thirties. The long queues for admis- 
sion to the public galleries of the House of Commons 
are a sign of renewed contact between the people and 
their legislature. 


Housing Costs 


HE previous article advanced the thesis that, once 

the emergency shortage of houses was made good— 

a point that, with the provision of the millionth house 

since the war, must be closely approaching—the future of 

the house-building industry would largely depend on the 
level of costs. 

On this crucial point of the cost of house-building, 
there is remarkably little authentic information. The 
Minister of Health has sedulously declined to give any 
figures of housing costs either for the regions, or the 
country as a whole, on the pretext that this would deter 
contractors from lowering their tender prices. This 
argument may have had some force in the early days, 
when contractors or local authorities had had little 
experience of postwar conditions. It carries no force 
now when contractors are fully aware of the policy of 
their local councils as regards costs. What is necessary 
is that the country as a whole and ratepayers in particular 
should be aware of the burdens they are expected to 
carry and of the great: privileges that the tenants of 
new council houses enjoy. How many of the occupants 
of a new 10-storey block of flats in St. Pancras, are 
aware that the average subsidy per flat is {2 a week ? 

In the absence of official figures on costs The 
Economist has on two occasions made its own inquiries. 
The fruits of the first inquiry were published in the 
issue of July 10, 1948. The. results of the second 
are printed below. It must be emphasised that the 
sample is very small and that the conclusions must, 
therefore, be very tentative. If, however, they do not 
reflect the national situation, Mr Bevan has only himself 
to thank. The fact that these figures do not exaggerate 
the national situation is borne out by a speech made by 
Sir Thomas «Bennett at the Housing Conference at 
Brighton on November 24th last. Sir Thomas as a 
private architect may no longer have access to the official 
figures which he could command when he was Director 
of Works and Controller of Temporary Housing at the 
Ministry of Works during the war, but his views and 
his figures must command respect. They are reproduced 
at the bottom of the table. 

The table shows that while the contract price of 
these houses has been between {1,200 and £1,300, 


extras may be as much as £200 more. In addition the 
cost of land and site preparation adds another £180 to 
£230 to the price ; of this the cost of land is usually 
much the smaller part—in most cases £25 to £75 a 
house. It is small wonder that the Minister of Health 
has recently issued instructions to local authorities to 
reduce the cost of roads and amenities on the site. 
Before the war the average cost of buying the land and 
preparing the site averaged £70 a house. 


The figures also show that in the case of only two 
authorities were rent and subsidy together sufficient to 
balance the economic rent. Even this exaggerates the 
solvency of Authority 2, since architects’ and quantity 
surveyors’ fees and clerk of works’ wages and incidentals 
are not, in this case, included in the rent calculations. 
These might add another £30 to the capital cost. 


The average figures of costs, which apply to houses 
completed in 1948 and 1949 only, conceal a fairly wide 
range of costs and some difference of practice in the 
items charged by authorities to their Housing Accounts. 
Of the houses completed in 1949 the final capital cost 
varies between £1,576 and £1,960. Nor from the letters 
received from local authorities was there any indication 
that costs had begun to fall. In his speech Sir Thomas 
Bennett calculated that at current costs a three-bed- 
roomed house of 1,120 square feet would cost £1,735 
to build and that the average cost of land and site 
development would be £200, making a total of £1,935. 
These figures are high compared to those obtained by 
our own inquiry. On the other hand they refer to more 
recent contracts, and are intended to cover the whole 
cost of site development, which some authorities charge 
in part to other accounts, such as the Highways and 
Open Spaces Accounts. 

Whichever of these figures is nearest to the real local 
or national averages it is clear that local authorities can- 
not go on meeting deficits on their housing accounts 
dedicliiehy--coarrictiindty as they are already paying 
£5 10s. for each house each year as their contribution 
to the statutory subsidy of £22. 

In the case of the London County Council the deficits 
are even more serious. Figures given at the meeting of 
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the Council on December 6th reveal an annual average 
deficit over the six months January to June, 1949, of 
£14 12s. 2d/ per house for 3,424 houses. This means 
that instead of a statutory subsidy of {£22 per house a 
year, the actual subsidy is £36 a year or all but 14s. a 
week. The only present alternative to the payment of 
these additional subsidies at the ratepayer’s expense is to 
put up the gross rents charged for the new houses to 
something like 30s. a week—in which case it is believed 
that the tenants will not be the sort of family for whom 


ORO houses were intended under the 1946 Housing 
ct. . 


it should be clear that a situation such as this cannot 
continue for long. Very few local authorities are able or 
willing to bear upon their rates any concealed subsidies 
on top of their statutory commitment of {£5 10s. per 
house per year—and in view of the defects of the ratin 


system it is not right that they should. -As the deficits 
mount and the pressure 


for houses slackens, a 
point will come when 
the local authorities be- | —__ 
' gin to curtail their 














COSTS AND RENTS OF HOUSES COMPLETED BY LOCAL 
AUTHORITIES IN_ 1948-49. 
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in deficits on the local authorities’ housing accounts. A 
total of two million subsidised houses (enough to house 
not more than 1 in 6 of the total population) would cost 
the taxpayer and the ratepayer some {50 or £60 million 
a year. If this one-sixth of the population were at all 
closely identified with the poorest sixth, who could not 
otherwise afford decent housing, this might perhaps be 
a reasonable extension of the welfare state—if the welfare 
state could afford it. But as everybody knows, it is 
merely the accidents of geography and local government 
which provide citizen A with a model house at 20s. a 
week and a £30 subsidy while an equally deserving 
citizen B pays 10s. for an unsubsidised hovel or £2 for 
two furnished rooms. This sort of thing is neither 
democratic nor provident. — ; 

But if, on the other hand, the general subsidies were 
abolished, as they were in 1931, it would become impos- 
sible to build new houses of the standard dimensions to 
rent for less than 35s. or 
even more a week. The 
present situation is not 
like that of 1931, when 





} | 
} } | Annual costs were low and fall- 
. ‘Average eraue!Weekly Weekly! Go. ‘ ; 
housing programmes. |g te alue| Com Average Lary! Ayeraf® Kent | Kent | "| ing, so that the economic 
So long as the shortage a | Extras | Site | Cost Booed Pace Deficit | rent of an unsubsidised 
of houses was a crucial | Conte _ Per House 1 house was not above the 
* | j 
national problem, pres- [>">]; 7 7 TTT.) evel tat was conven- 
i (1) (2) (3) (4) (5) (6) | @ | (8) i 
sure from Whitehall has ; i Be ed aie ook tionally regarded as 
driven them along. But }1. Cana nee i | proper. It may be, 
ct itched 460,000)... | 1, 113 | 187 | 1,366 | 1811/11 8/10 0 0 ; 
it too will diminish as |, county Rove | however, that the con 
the emergency passes 5 cffty 100,000). | 2.197 | 213 | 151 | 1,541 | 30 0 (92 4] Nil ventional ideas are 
ounty oug 
and the need for eco- (2,790,000). | 1210 | 65 | 301 | 1576/19 9113 6| 6 510 | Wrong. The average 
nomy grows. Within a | 4. County Borough | earnings of an adult 
very short time, it is = de eee: 1 A | 8 A hed) ow APE ee wage-earner are 
(£630,000)... | 1,263 | 106 | 251 | 1,620/25 5/16 9| Nil : 

going to be necessary |, ,, \é£ oe | | | now officially estimated 
or ees concerned 1 celfi000) «-- | L301 | 6 | 174 | 1.540 | 24 3) 16 4) 2 5 0 at £7 per week (which is 
with housing policy to }' Corny O00)", | 1,200} 265 | 290 | 1,755 | 27 3:18 4/ 61911 | 480 just about the point 
do some hard thinking & Mun. Borough | at which a married man 
on the first principles of (EAP OO0) | | 1,825 | 28 0/19 5) 110 4 | with two children begins 
the matter. - 


And if |” oh 0,000)". | 1,267 | 232 | 
the process of taking od | 
thought resulted — say 
in 19§1—in a pause in 


i 


Sir Thos. Bennett’s 
Figures .......+ 1,562 





aes “T Wotés.—L. All houses included in the survey were completed in 1948 or 1949. The number 
the building Programme | of houses covered by authorities 1 to T numbered 2,024. Authorities 8 and 9 did not give figures | 2§ 
2. The figures in column (5) include the cost of architects’ and surveyors’ fees, loan costs and 


it might do good, not | “2” the teures i 
only in the context of 
wider economic policy, 
but also in the narrower 
framework of the building industry, by cutting out some 
of the ground beneath the present monstrous level of 
costs. 


it can be taken for granted that all sections of opinion 
would agree to the indefinite continuance of subsidised 
building to clear the slums and to relieve ascertained 
overcrowding. It.is obvious that any such programme 
should be in the hands of the local authorities and that if 
it were pursued energetically (though here again high 
costs impose a handicap) it would keep them very busy. 
The real question is whether, over and. above this, there 
will be throughout the 1950s a justification for general 
subsidies in aid of the building of houses that are required 
neither for the clearance of slums nor for the relief of 
overcrowding (within C6 meine Saree If the 
answer is Yes, then the financial n is going to be 


heavy. At present the statutory subsidy for 100,000 
dwellings (including a fair proportion of flats) works out 
ified further amount 


at {2,600,000 a year, plus an 


232 


220 


3. The deficits shown in column (8) are reckoned after deducting the statutory subsidy of £22 
per annum per house (of which the local authority pays one-quarter), 


| 1,731 /13 7/10 7/16 1 © | to pay income tax). A 


gross rent (including 
rates) of 35s. a week 
would represent exactly 
cent of the wage, 
which is high, but 
would not be regarded 
as nearly so high in some 
other countries as it is 
in England. If the gross rent could be got down to 30s. 
a week, then it might reasonably be said that any family 
with average earnings could afford to pay it. 

It should not be by any means impossib possible to secure 
reductions in building costs of this magnitude. More- 
over, there is another set of possibilities. The English- 
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Any suggestions of this kind would, of course, provoke 
an outcry from Mr Bevan. It is admittedly hard to 


retreat from a standard once it is set up. But what is 


the justification for conferring this standard, at very 
heavy public expense, on a small fraction only of those 
who deserve it ? Housing subsidies, unlike other forms 
of consumers’ subsidies, cannot from their nature be 
equitable. 


* 


Along what lines, then, does future housing policy lie ? 
There seem to be four broad lines of policy. a it 
seems Clear that at current costs subsidised building by 
local authorities cannot and should not take so large a 
share of the resources of the building industry. The 
main preoccupation of local authorities in the future 
should be slum clearance and the relief of overcrowding 
and to this end fresh surveys of local conditions will be 
needed. PDE ee Darrons Ps: Ses aN: wae be NO 
enter those fields which private enterprise has so far 
conspicuously failed to harvest—particularly in the 
blighted areas of big cities. And since most of these 
families will be in the lowest income groups a very serious 
attempt will have to be made to omit luxuries which 
these tenants cannot be expected to pay for. 


Secondly, private enterprise should be given a freer 
hand within the territory to be left to its share. Once the 
immediate shortage is overcome (and subject always to 
the supply of imported timber), anyone should be 
allowed to build any house that he can pay for. It is 
unfashionable now to utter any reminder of the fact that 
when houses are added, even at the top of the value range, 
houses are vacated further down. There is no social 
disgrace in secondhand houses, as there is in secondhand 
clothes—indeed, the best people prefer them. Provided 
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that secondhand houses are kept from degenerating into 
slums and that the provisions overcrowding are 
enforced, they can provide excellent housing for the poor 
at a fraction of the rent of a new council house. There 
is no point at all in aiming at a new house for every 
working-class family. Even if such a right were admitted 
for this generation, the achievement of it would itself 
deny it to the next. 


Thirdly, if after these measures it can still be shown 
that there are families which cannot find adequate 
housing within their means, then the right remedy and 
the economical remedy is to subsidise these exceptional 
families rather than to subsidise houses which they may 
never get to occupy. In practice, this would mean a 
diversion to family allowances of some of the money 
saved by cutting off housing subsidies. 


Fourthly, by some relief to landlords from the rigours 
of the rent control acts; and by greater publicity con- 
cerning current building costs, the country should be 
re-accustomed to rents which bear some relation to the 
economic costs of building and maintaining property. 
As it is, large numbers of tenants are now paying 1939 
rents on 1949 wages—with the result that the ratepayer, 
the taxpayer or the private landlord is meeting costs 
which large numbers of tenants could readily meet them- 
selves. 


These suggestions are not intended to be more than 
tentative. For the salient fact that emerges from a 
reconsideration of postwar housing policy is that it has 
been conceived in the context of conditions that are now 
passing away, and under the pressure of political 
emotions so fierce that the one paramount object was to 
build houses without asking why and wherefore. It is 
easy now to recommend a progressive return to sanity. 
It is rather more difficult, amid all the confusion, to be 
sure where sanity lies. 


Europe’s Committees 


]F Mr. Bevin, for whatever reason, does not return to 
the Foreign Office after the General Election, his 
successor should ask at the earliest possible moment to 
be with a wall chart of Europe’s committees. 
N less than a wall chart will do ; for it is already 
ben eran th whe pa of The zoom 
pavtasrticic Fan xe Aer the full tangled pattern of 
committees in patie policies for owe ples 
economic eae tion 
comradeship have eitae tine with those of its 
western partners. Even the wall wall chart would be incom- 
plete without a ears to the whole range of initials (MAP, 
OEEC, etc.) that Ministers are now expected to know 
and without some system of Heaicia and red lights 
which would make clear in a flash the course that is being 
taken by any paper of setae 

With such aids to understanding a Foreign Secretary 
might hope to the consequences of referring impor- 
tant call gor ggha to ai appropriate committees. Thus the 

papcucing 8 a standardised jeep for west 

Croan Be should be weighed not only by the 
financial and economic committee, military supply board, 
and joint logistics committees of the Council of the five 
Brussels Pact governments, but also by “ Uniforce ”’ at 
Fontainebleau, by the north, west and south European 


planning groups under the Atlantic Pact, and by a supply 
board in Washington. It might be wise, too, to refer the 
matter informally to the appropriate sub-committees of 

the Organisation for European Economic Co-operation 
in Paris, lest the project should affect their estimates of 
Europe’s production, surplus steel capacity, and raw 
material needs in 1953. Even when that had been done, 
it might be advisable to ask a committee of the Consulta~ 
tive Assembly of the Council of Europe whether the jeep 
should have a right-hand or left-hand drive, and a 
speedometer marked in miles or kilometres. 


The layman can only guess at the total. number of 
committees now directly or indirectly concerned with 
the security, economic recovery and unification of 
western Europe. There exist. i 
even to public relations officers, and the full of 
the Atlantic Pact system has not yet been dep: But 
this much is certain: the Consultative Council of the 
Brussels Treaty (five members) have four Ministerial 
committees and a permanent commission ; they have, in 
addition, nine advisory committees, plus the whole of 
Lord Montgomery’s staff at Fontainebleau—say a dozen 
committees. In short, the Brussels Pact system, the 
lowest layer in the palim built up in the last two 


years, has some 25 committees demanding the periodical 
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attention of Foreign, Defence and Finance Ministers, and 
officials 


the regular attention of permanent who have 
normal diplomatic duties as well. 

The Council of Europe (12 members) is yet young— 
barely nine months old. at ee ee 
fifteen committees and sub-committees one of which de- 
mands very close attention from Foreign Ministers. The 
others involve considerable travelling and homework by 
Members of Parliament and protracted ar with 
the Treasury about expenses. And this is the begin- 
ning. Those who hope most of the Council are deter- 
mined that western Europe shall eventually have 
committees for everything. Here they are beginning to 
compete with the Orgamisation for European Economic 
Co-operation in Paris, the functions of which have 
steadily broadened out-in the course of planning and 
distributing Marshall Aid. . It appears to have some 20 
committees (most of them vertical and the rest hori- 
moana: Swe ak eich: damn perinie Vines, OF 
Maniatene sah ee Pee Shenae ee tae 
by the Foreign Office, the Treasury, the Board 
the Ministry of Supply and the Bank of England. 

As might be expected, it is the last and mightiest pro- 
ject of ali—the Atlantic Pact—that promises the most 
proliferation. Its founders are quite aware of the danger 
and have wisely concentrated as much power and respon- 
sibility as possible into the so-called Standing Group of 
American, British and French chiefs of staff working in 
Washington. But below them a complex mixture of 
committees and sub-committees is seething into life. 
Each of the five regional planning groups into which 
the 12 member nations have been divided would like to 
take a shape similar to that of the Brussels Pact military 
organisation already referred to. 

, At a modest estimate, therefore, it will take some 100 
‘committees of varying size and degrees of importance to 
plan and execute the military, financial, economic and 
political policies in Europe to which this country is com- 
‘mitted under its various treaties with neighbours and 
allies. What the cost to the British Exchequer is in 
foreign currency and pounds no one seems able to tell. 
How many men and women are involved is not 
known exactly. In the Treasury alone a rough estimate 
puts the number at 50, and the scale of effort demanded 
may be judged from the fact that when the OEEC (17 
members) is in full session well over 1,000 persons. are 
assembled in Paris. - 

It is not surprising that resentment and doubt about 
the usefulness and sincerity of much of this committee 
work are growing among British representatives and are 
influencing—often unconsciously—what they write and 
say about the whole European mags ge They have, 
perhaps, a better right than some of their continental 
ee canada aaean aie ae 

in 


has set the standard Sie thoroughness and 
honesty of . Many of them have their com- 
mittee responsibilities added on to their normal duties, 
with the that fatigue and pressure on time 


become associated with the idea of European c 
“—just because it is thi 
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very might be achieved. Bur the way to the Atlantic 
Pact lay mee the Deane tail, the Brussels Pact, 


provided one way out—not only for the British—of some 
of the dilemmas raised by Mr Bevin’s policy of western 
union and its advocacy by the largely right wing Euro- 
pean Movement. In other words, a part of what has 
been erected in the last two years might, on close ex- 
amination, prove to be merely scaffolding, and not part 
of the permanent executive and ing structure that 
is needed to make Atlantic and European unity a reality. 


* 


It is probably too early to make this examination ; 
much of the scaffolding is still needed if only to conceal 
the design of the main building. There has been too 
little time for healthy competition among Europe’s five 
score committees to mark out the weak from the strong. 
Smaller countries have tasted only the first thrills of 
ee ee ty. The 

of Europe is only just beginning, through its 
committees, to clarify some of the ideas with which it 
asserted its claim for public attention. As for the OEEC, 
its future after 1952 is uncertain. But what is possible 
and desirable straight away is that the British and the 
French—that is, the largest and most influential of the 
western European nations—should resolutely set their 
faces against any further growth of the committce 
system, and should give attention to the overlappings, 
delays and irritations that already . This is a 
matter in which they should act together, because any 
independent proposal from London in favour of pruning 
will simply revive the old accusation that the British are 

their fect. _The French can afford even less 
than we can the dispersal of scarce talent and the frustra- 
tion of able men into which they have been rushed by 
the urgency of Europe’s needs and America’s expecta- 
tions. And on security grounds alone it is most impor- 
tant that the planning organisation of the Atlantic Pact 
should be kept small and compact. 


work now going on in Europe springs from a desire of 
all governments to have an equal say on everything, to 
keep tempers sweet and prestige erect. Too often 
matters are referred to committees in the that offi- 
carne scound a tatte: will be able. 9p 
or putting off decisions about which Foreign, Defence 
and Finance Ministers are loth to consult. 
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NOTES OF 


At Last 


The announcement made from Downing Street on 
Tuesday might that the dissolution of Parliament will be 
proclaimed on February 3rd so as to bring about a general 
election on February 23rd has been welcomed with relief. 
Parliament will not cord and the Labour party rally 
at the beginning of February ts been cancelled for reasons 
of time and expense. There will be a new government in 
power by the beginning of March able to devote itself to the 
task of framing the year’s financial and economic policy. The 
only administrative casualty may be the February review of 
farm prices—which the Government must be most anxious 
to postpone, since it is committed, as part of the cuts in 
expenditure, to reducing the subsidies on agriculture. 

Presumably there will be three weeks of fairly quiet cam- 
paigning followed by three wecks of intense activity once 
the candidates have been officially nominated. During the 
png gee it would seem that the political broadcasts will 
be great importance. They had a considerable effect 
upon the course of the 1945 election and there is reason to 
believe that the importance of the wireless as a means of 
influence has increased even further since then. In fact, 
Mr Churchill’s broadcast may be the decisive factor in 
shaping the opinions of that fraction of the electorate which 
has not yet made up its mind. There will therefore be con- 
siderable nervousness in Tory circles when Mr Churchill 
takes the air on January 21st, lest he utter something. as 
politically suicidal as his “ Geasas ” speech of 1945. 

The 1950. election will be fought not only on a new 
register, but under a new Representation of the People Act, 
and the whole election will be conducted under the shadow 
of uncertainty about the proper definition of election 
expenses. It is a great pity that the question—so charged 
with party bitterness—could not have been authoritatively 
cleared up before the election began. In fact, most of the 
interests concerned with opposing nationalisation have 
decided not to be silenced by uncertainty, although they have 
all quite correctly decided to stop their poster campaigns. 


* *% * 


The State of the Unions 


The TUC General Council has secured its majority 

wages. stabilisation, but it has won a somewhat 

ROAR: The vote in favour of the official policy at 

conference. of rye exeCutives was 4,263,000 
Sst. .3,606,000 compared with 5,421,000 to 2,032,000 

for the policy of restraint. at-a similar conference i 

1948. The present figures are eee a more honest reflec- 


J 


Hi 


their cheek than two the yaa ete 
Engineering Union eats. ag, the National Union of Railwaymen, 
both of which have claims 





voted oj against 
the General Council. Most of the bu — the 
other hand, decided in the end to vote in support, 
having been able to square their support for wage restraint 
with an assurance that their own cost-of-living sliding scale 
would be exempted f.um the general standstill proposals. 
The most serious blow to the TUC has been delivered by 
the miners, Both the executive of the National Union of 
Mineworkers and the special pee eens eaaeeae 
admittedly by a narrow margin, to Saat a to their 
though ‘ans ea droaivlen Claim for the lower paid 
meant 
workers. “Only one district—the 
Seale Gai tetas caaperhlas oa iconted egullie™t 
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policy in Scotland, South Wales and Kept. The NUM was 
the only union to ‘consult its rank and file, and the response 
is a significant indication of the current mood of the workers. 
The miners’ vote, as one of their leaders pointed out, does 
not affect in any way their loyalty to the Labour Government. 
Nevertheless the fact that the districts have voted solidly 
against their leaders’ advice is an unpleasant shock both to 
the general council of the TUC and to the Government. 


* x * 


Protests from the Civil Servants 


Hard on the miners’ rejection of the wage stabilisation 
policy comes the publication of the correspondence 
between the Association of First Division Civil Servants 
and the Prime Minister on the salary increase proposed 
by the Chorley Committee. Last week-end, when it 
became known that the protest to the Prime Minister had 
been made, Sir Stafford Cripps gave a tart and school- 
masterish rebuke to those sections of the press which 
described it as a revolt of the higher civil servants. But the 
Association’s letter, couched in such phrases as “deep sense 
of injustice,” “despondency and cynicism” and virtually 
accusing the Government of trying to run the administration 
on the cheap, is certainly startling enough to merit the 
prominence given to the protest in the press. 


The central fact is that the two staff associations, repre- 
senting the administrative and professional grades of the civil 
service, wrote to the Prime Minister protesting against the 
Cabinet’s decision not to implement the increases in pay 
recommended by the Chorley Committee in February, 1949. 
These were due to come into effect on October Ist and were 
postponed, as part of the policy following from devaluation 
and wages stabilisation, only two days before that date. 


With the whole edifice of the Government’s wage policy 
in jeopardy, the Prime Minister’s refusal was to be expected. 
But the previous sympathy with the civil servants for their 
enforced example to the nation is heightened by the detailed 
statement which accompanied the letter to the Prime Minister 
giving in chronological order the stages in the negotiations 
for higher salaries since 1943. It is not an edifying story, 
and there is all too much evidence that the Treasury has 
used every device to postpone or shelve the issue. Even so 
the civil servants might still have just squeezed through 
before the débdcle of devaluation if the Chorley Committee’s 
proposals had been implemented, as promised, in August or 
September. As it was, the Treasury’s decision to implement 
them on October 1st in the event proved fatal. 


The association made great play of the price which will 
have to be paid in the form of lowered morale and decreasing 
efficiency. The Prime Minister rejected these as pessimistic 
forebodings. Nevertheless thé present situation should not 
be allowed to continue for very much longer. The civil 
servants are too dignified and responsible to press. the — 
to the point of a strike—to this extent, the word “ revolt ” 
unjustified—and the Cabinet, knowing this, will be all os 
ready to forget the subject. It is an unpleasing reminder that 
there has been no Government 
during the past four and a half years, but simply a series 
of unplanned retreats before pressure from the unions. 


policy for wages or salaries. 
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implemented until the Chorley recommendations for the 
higher grades are put into effect by the Government. The 
object of the arbitration is to get a decision on the lower 
grades, which were not covered by the Chorley Committee 
and on which the Treasury has refused to come to any 


. conclusion. 


® * * 


Chinese Puzzles 


With Parliament not sitting and public attention con- 
centrated on the election date, the question of whether and 
when the “Central People’s Government of the People’s 
Republic of China” should receive British de jure recogni- 
tion aroused neither impassioned nor very intelligent debate. 
It is true that the experts on international law entered the 
arena, but no sooner had one —— to justify the Foreign 
Office arguments by principle and precedent t than another 
appeared to demolish both. 


Those who have in the past indulged in the most persistent 
criticism of Mao Tse-tung and his men did so because there 
was a marked tendency to maintain that they were more 
Chinese than Communist, and that the lessons of eastern 
Europe would have no application i in Peking and Shanghai. 
Such illusions seem to have been dispersed and Mr Mayhew 
has made quite clear the reserve with which the British 
Government will roach men who have made no secret 
of their hostility. is makes it all the more clear that the 
British Government have deliberately played the only card 
they held against the Chinese Communists without any clear 


_idea of what the benefits might be. Quite apart from the 


failure to keep the Commonwealth Governments in line, and 


_ the risks of falling out of step with the Americans, recogni- 


tion may prove to have been a serious blunder. The testing 
time is yet to come, when the rights of consuls, the claims 
of traders and the treatment that British subjects may expect 
to receive come up for discussion. 


There is no doubt that American public opinion 
may be deeply irritated by some of the consequences 
of the British action. It seems inevitable that governments 
which recognise the Peking government will have sooner or 
later to vote against the retention of Nationalist representa- 
tives of China at the United Nations—that is, against the 
Americans. Already there has been a scene in the Security 
Council, of which the Nationalist Dr Tsiang is the chairman. 
And among these governments will be some that are either 
receiving or hoping to receive American military and 
economic aid. The State t has the tolerance and 
wisdom to take such a situation in its stride, but there will be 
other powerful voices which will try to exploit it. 


President Truman has cleared up the 
over American intentions in Formosa, t but he is going to post- 
pone recognition until Peking shows “ that it will observe its 
international obligations.” Clearly, the time that will take 
will depend not only on the skill of British diplomacy and on 
the behaviour of Mao Tse-tung, but also on the President’s 
estimate of election prospects. 


* * * 


Resistance Movement for Germany 


Nowhere does the Communist “ peace campaign” 
inspire more bellicose language, more militant ima avery 
in the Russian and Communist directed Socialist U nity 
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there is to be “unity of action among the working class of 
Germany,” and “ every form of resistance must be employed 
to overcome oppression and build up the national 
resistance 9movement.” enemy is, of course, “ the 
British US colonial masters and their lackeys.”) In other 
words popular resistance to the occupation authorities in 
F Germany is to be preached and organised from 
Berlin ; and, if the western Germans strongly resist such 
preaching from such a source, there will—if necessary—be 
civil war. Pieck can have meant nothing less by saying that 
The coming struggle . will be waged against the 
enemies of the people with such intensity that they will not 
know whether they are coming or going. 

The ject is less fantastic than it might seem. 
Admittedly, the majority of western Germans do not want 
to live under the kind of regime that Pieck and his Soviet 
masters have created, and their fear and hatred of the Rus- 
sians is one reason for the remarkable lack of hostile activity 
—whether by sabotage, demonstration or strike—against the 
Americans, the British and the French. But the programme of 
the National Front, drawn up and published last October, is 
calculated to rouse nationalist feeling ee enough—in cer- 
tain circumstances—to overcome distrust 
It demands the unity of Germany, abolition of the Rohr 
Statute, a peace treaty ting “ complete sovereignty ” over 
foreign policy and vt e, a struggle against the inclusion of 
Germany in the Atlantic Pact and European Union, and 
“an end to expropriation of the German economy by foreign 
capitalists "which is as close as the Communists dare go 
to demanding the end of the Marshall aid on which Federal 
Germany’s food and raw material supplies depend. 


Although this fe cerreat says nothing of the terms on 
which Seo coul ited, it may have a certain appeal 
to the type of reckless German nationalist who believes he 
can run in harness with the Communists and then break 
away when success is in sight. To encourage such wishful 
thinking Pieck has declared that 

membership of the national front of democratic Germany 


does not depend on the political or social position or the 
outlook of any particular individual. 


* * * 


Berlin-Moscow Honeymoon 


The Americans, British and French would do. well to 
watch carefully the story of the Berlin-Moscow honeymoon. 
It might one day provide a colourful chapter in a white paper 
on policies in Germany. The record of endearments pu 
exchanged in the last three months is as remarkable as 
it is nauseating. Pieck has boasted of the “ unshakeable 
Stalin watch on the Elbe,” and the ag ets reminded 
the Germans of Stalin’s wartime phrase “Hi tlers come and 
go, but the German people remains.” an 
begun to appear in a new German edition so that “ 
See rnermaanny Ram Soman ies 

$ to a meeting how Mr 
Vyshinsky said to him, when recently visiting Berlin: 

TF ieee a ha ae Sees, but 
with something which the Americans cannot produce—with 
our brains, our ideas and our doctrines. 

This throws a light on ogi t of 
October 13th, hice aotleie rhs ere 
Soviet peoples have the reatest T seibialines in Europe for 
executing great enterprises.” 
3 ta te Reems eaeicen ta a oa enone tns, tne 
the Russians es in the t wooing of 
mona in whch their Gan agets ne ing allaved 
to indulge. For it is not improbable German Com- 


munists hope one day to see a united nationalist: movement, 
strong enough to throw throw off its dependence on disection from 
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More Evidence on Capital Punishment 


One thing emerged quite clearly from the evidence sub- 
mitted last week by Lord Goddard, the Lord Chief Justice, 
to the Royal Commission on Capital Punishment: he is com- 
pletely out of sympathy with the whole purpose of the com- 
mission. It was set up to consider whether the law i 
scribing the death penalty for murder could be modified by 
the establishment of degrees of murder. It marks an attempt, 
therefore, to find a compromise between the large body of 
people who hold that the death penalty should be entirely 
abolished and the large body of people who ho!d that it 
should be reserved for the worst murders. The Lord Chief 
Justice belongs to neither body. He belongs, or appears 
from his evidence to belong, to the minority who hold, not 
only that the death penalty should be retained, but that :t 
should be enforced more strictly than it is at present. In 
his view, and in that of Mr Justice Humphreys, who gave 
evidence on the same day, there are at present too many 
reprieves through the exercise of the prerogative of mercy 
on the Home Secretary’s advice. Women, they held, should 
not escape hanging, nor should the age of liability to suffer the 
death penalty be raised from 18 to 21. The black cap worn 
by the judge when pronouncing sentence should be retained 
because, said the Lord Chief Justice, it is traditional, and he 
saw no cause to interfere with tradition established over 
hundreds of years without some cause. The members of 
the Royal Commission must have felt themselves back in the 
nineteenth century. 


In fairness to Lord Goddard it should be said that in his 
written memorandum he supported the proposal for making 
the law conform to modern practice where one person kills 
another in the course of committing a felony. This, he 
pointed out, could be achieved by restricting an indictment 
of murder in such cases to those where the felony involved 
violence. Where, however, the Lord Chief Justice is entirely 
opposed to modern practice is in the Home Secretary’s 
enquiry into the state of mind of a murderer under sentence 
of death even though the issue of insanity was disposed of at 
the trial. Both he and Mr Justice Humphreys argued that 
when a murderer is -reprieved as the result of this enquiry 
it amounts to a flat reversal of the jury’s verdict, the reasons 
for which are not made public. They would restrict this 
enquiry to cases where the issue of insanity was not raised 
at the trial or where a convict becomes insane between trial 
and execution. 

If they are right in their intcrpretation of the Criminal 
Lunatics Act of 1884—and presumably the Royal Commis- 
sion will have something to say on this point—the question of 
insanity and liability to hang would be more confused than 
ever. For the medical commission undertaking the inquiry 
would still apply medical standards in assessing a murderet’s 
state of mind in contrast to the legal standards of responsi- 
bility or irresponsibility that are applied by juries. A mur- 
derer, therefore, who was indisputably insane in the medical 
sense, but had been found by a jury to be legally sane, would 
hang, whereas a similar murderer, the question of whose 
insanity was not raised at his trial, might escape hanging. A 
jury cannot possibly be expected to say whether a person is 
insane in the medical sense or not, and Lord Goddard’s 
argument amounts to a plea that medical assessments should 
have no place in determining whether the death sentence 
should be carried out—in other words that there should be 
more executions, 


* x x 


Bonuses for Dick Turpin 


Sir William Lawther, the president of the National 
Union of Mineworkers, reverted at Brighton last Sunday to 
the question of the motor magnates’ tax-free bonus, and did 
much to confuse what is already a sufficiently confusing 
issue. There are ample grounds for deploring the payment 
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to Mr Lord of Austin’s and Sir John Black of Standard’s, 
or indeed to anyone else, of sums of this magnitude for 
considerations of this sort. The agreements in respect of 
which they were paid are in restraint of enterprise and 
competition—a good reason for condemning them in any 
circumstances. The elephantine tactlessness, from a politi- 
cal and psychological point of view, of bestowing six-figure 
fortunes on already well-to-do individuals at this particular 
juncture, needs no stressing. The morality of arranging the 
rewards of success in industry in such a form that they do 
not attract tax is a matter for argument ; no one is legally 
or morally bound so to arrange either the payments he makes 
or those he receives so as to incur the maximum amount of 
taxation, and while the accepted distinctions, for tax pur- 
poses, between capital and income remain what they are, no 
blame can as a matter of principle be imputed to those who 
take advantage of them. It may very reasonably be held, 
however, that principle has been stretched rather far in this 
case—even if the Inland Revenue should fai] in the attempt 
to treat the payments concerned as income. 


When, however, Sir William Lawther refers to these bonus 
payments as “the gangster methods of the Dick Turpin 
era” and a “wicked destroying of our national wealth,” 
one can only recognise the incoherence of lost temper. In 
both cases, the shareholders concerned specifically approved 
the payments. In neither case did any question of legality 
arise—whatever may be the outcome of subsequent disputes 
over taxability. In neither case is there any suggestion of 
such duress as arises, for instance, during a strike in an 
essential service. It is really hard to see where Dick Turpin 
or the somewhat anachronistic gangsters come in—or, for 
that matter, the “ wicked destruction,” since it was to the 
payments themselves, not to the consideration for which 
they were made, that Sir William alluded. 


His objection is, only too obviously, to large rewards 
per se. It has always been a weakness of the Socialist case 


. against the rich that it failed to distinguish between the 


return for outstanding services rendered and the tolls exacted 
by exploitation and the organising of scarcity. He who 
induces, by whatever means, his fellow-citizens to enrich 
him beyond a certain vaguely conceived maximum is, in this 
view, a public enemy. In this instance—a borderline case if 
ever there was one—this confusion reduces what might have 
been a reasoned and powerful attack to an ill-directed sputter. 


*® * * 


Plenty of Milk 


The announcement that milk is to be unrationed from 
January 15 until further notice marks the achievement and 
passing of one at least of the planners’ “ targets.” Under 
the five year plan for agricultural expansion announced in 
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the summer of 1947, by 1952 milk production was to be 
increased by 23 per cent over its prewar figure. As the 
accompanying chart shows, sales off the farms were already, 
by 1948, more than 23 per cent higher than the average of 
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tion was this much . 
bigger arnount was used on the farms in cheese and butter 
making than is the case today. 


Indeed, the contrast between the amount used on the 
farms now and then emphasises the difficulty with which the 
Ministries of Agriculture and Food and the Milk Marketing 
Board are now faced. It is no longer a question of securing 
a bigger annual production of milk, but a question of how 
to secure an adequate amount of milk in the winter months 
without over-production in the spring. In spite of the in- 
crease in autumn calving, the supply of milk, as is shown on 
the chart, is still very uneven throughout the year. The 
surplus milk of the period of ty can be manufactured 
into cheese and butter ; but the manufacturers cannot be 
expected to keep their plant idle in the period of —— 
and in this period, therefore, the consumption of liquid mi 
has to be restricted in order that manufacturers can be allo- 
cated a minimum amount of milk throughout the year. The 
question is whether, in order to restrict the consumption of 
liquid milk as little as possible, the Government has not 
encouraged the production of too much milk over the year 
as awhole. If more could be used on the farms, as happened 
before the war, the spring glut would not be so obvious. But 
labour for dairy cheese making is scarce, and farm butter 1s 
not profitable with present prices for liquid milk. Farm 
cream is a more likely outlet, and the report that sales may 
shortly be allowed again is welcome, 


As has repeatedly been pointed out, however, the most 
sensible step would be to raise the price of liquid milk to the 
ordinary consumer when supplies fall, with possibly a corres- 
ponding reduction in the period of abundance. An increase 
in price should reduce the demand enough to allow manufac- 
turers an adequate amount in the autumn and winter without 
the need for rationing and allocation. The present rigid 
price system encourages. a waste of milk by leading to over- 
production in the summer, 


* * * 


De Gasperi and the Socialists 


The “ cabinet crisis” for which Italy has been waiting 
for some weeks has now occurred. Signor De Gasperi has 
resigned and has been instructed by President Einaudi to 
form a new Cabinet—his sixth. 


The timing of the Government’s resignation may have 
suggested to the outside world that it was connected with 
the tragic riots in Modena in which workers, protesting 
against the laying off of men in a local factory, clashed with 
the police and lost six men and many wounded in the shoot- 
ing which followed. In fact, the Cabinet’s retirement had 
nothing to do with the demonstrations, but followed a time- 
table fixed by the comings and goings, consultations and 
decisions within the Italian Socialist Party. 

The story began in the autumn of 1949. At that time, the 
Socialist Party was divided into four splinter groups: on the 
extreme left, the Nenni group, virtually indistinguishable 
from the Communists ; next to them were the followers of 
Signor Romita, who broke away from the Communists as 
late as 1949 ; then came the followers of Signor Silone, who 
had abandoned co-operation with the Communists in 1948 ; 
and finally, the group of Signor Saragat, who were the first 


to abandon the ists in 1947 and had in addition sent 
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In order to show that they did not rate office above unity, 


the Socialist Ministers resigned in October, and it was this 


reconstruct hi 

become clear. In December, the Silone and Romita sections 
united with the warm blessing of the Socialist International 
and the British Labour » both of which hoped to see 2 
str Socialist Party outside the Government as the basis 
of effective and non-Communist opposition. The Saragat 
group, however, could not accept the terms proposed and 
remained outside the new fusion. This month, at their own 
conference, they decided in favour of rejoining the coalition, 
and a week later Signor De Gasperi proffered his resignation 
and began the task of reconstructing his administration. 
Many of his own Christian Democrats would prefer to see 
all Socialists excluded from the new Cabinet, but the riots at 
Modena are only one more warning that a government with- 


out a courageous social policy cannot guide Italy through the 
next uneasy years. 


* * * 


Voice for Europe’s Businessmen 


In recent months there have been murmurs of dissatis- 
faction from some of Europe’s private industrialists and 
bankers at the treatment accorded them by the international 
agencies that are now moulding the future of western Europe. 
In particular, it is felt that they are being cold-shouldered 
by the Organisation for European Economic Co-operation 
at Paris. The OEEC, it is alleged, has become an exclusive 
club of civil servants, government planners and technicians 
who tend to neglect the experience and advice of private 
businessmen and even to ignore their existence. 


One explanation for their discontent is the fact that, as 
a large part of western Europe swings from dirigisme into 
the laisser-faire camp, the representatives of private business 
are becoming a more potent—and more vocal—force on the 
Continent. Sooner or later they were bound to speak up 


and demand a larger share in the shaping of Europe’s 
economic future. 


The absence of a closer working partnership has also been 
deplored by a number of OEEC officials themselves, who for 


some months have questioned the realism of taking decisions 
and drawing up plans without consulting the business 
interests who are to execute them. This is by no means 
per man of z of OEEC’s activities. Fully half the 

teel Committee, for example, is composed of representatives 
of private industry ; but elsewhere in the organisation the 
process of mixing government and free enterprise has 
apparently failed to keep pace with the speed at which state 
controls have been relaxed and the private entrepreneur has 
again come into his own. ~ 

It has been suggested that if OEEC cannot make use of 
his talents, the private businessman may join forces with the 
only alternative organisation open to oma Council of 
Europe. this happens on any substantial scale, the 
consequences are not hard to predict. Europe will be con- 
fronted with two organisations, both pledged to some form 
of “integration ” and each a ing to a different set of 
ideologies ; on the one there would be an OEEC, 

nning, 
Europe, 


associated in the popular mind with government, 
and Socialism, and on the other hand a Council 
flavoured strongly by Conservatism. 


Examples of this tendency to division are already numerous, 
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the would-be federalists to solve is .ow to unify an area 
which is half planned, half laisser-fatre. : 


* x * 


Rivals on the North-West Frontier 


Sardar Najibullah Khan, an able and cosmopolitan 
Afghan, has recently achieved for his country a considerable 
success—the conclusion of a five-year treaty of friendship 
with India. This was signed by himself and the Indian 
Premier, Mr Nehru, just before the latter left for the 
Colombo Conference. Between them they have accomplished 
what must look to many pee le like an encircling movement 
around Pakistan, where Najibullah Khan conducted abortive 
negotiations for a friendship and commerce agreement a 
couple of years ago—not without testing the ground in 
London beforehand, Today, Afghanistan is at daggers drawn 
with Pakistan, and the new treaty cannot fail to rouse legiti- 
mate misgivings in Karachi, already alarmed oth the support 
given in a malevolent Indian press to the Afghans’ frontier 
and other grievances. 
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The North-West Frontier of the Indian sub-continent has 
long been both troubled and glamorous. What is the position 
there today? There are three salient features. First, 
Afghan hostility has grown steadily since Najibullah Khan 
failed two years to secure from Pakistan satisfactory 
commercial access for Afghanistan to the sea through the 
port of Karachi and the recognition of a “ free Pathanistan ” 
—whatever that may mean. Secondly, provocative propa- 
ganda and radio broadcasts from Kabul have been increased 
both to the North-West Frontier Province of Pakistan and 
to those Pathans who live under Pakistani rule. Thirdly, 
in spite of this, the Indian—now Pakistani—side of the 
frontier has seldom been quieter. This is very largely due 
to the fact that Pakistan has successfully adopted a new 
policy—which the British propounded in the late nineteen 
thirties but did not carry out owing to the war—of substi- 
tuting civilian administration for military rule. 

Friendship and trade between India and Afghanistan are 
obviously desirable ; but it is deplorable that India and 
Pakistan should not be pursuing a common policy towards 
the neighbour that sits on a Commonwealth strategic 
frontier, and that Delhi should be the place chosen for an 
airing of Afghan grievances against Pakistan. 


* x * 


A Board Without a Job 


The British Tourist and Holidays Board was set up 
the Board of Trade in 1947 to expand the work of the 
Travel Association and to become a large scale tourist pro- 
motion agency. But in the course of its short and uneasy 





life it has 2 tly found that this is not nearly so simple as 
it sounds. © The British habit when i ing with new 
forms of organisation is to make do mend with whatever 
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lies to hand, to collect together a few promising people and 
leave them a free hand, a little cash, and wide terms of refer- 
ence. Often—surprisingly often—it succeeds, and the in- 
strument and the job it is to do develop, as it were, hand in 
hand. The Tourist Board, however, all patchwork and 
vagueness though it was at its inception, has nt found itself. 


The Board set up four ambitious committees, to deal with 
its £400,000-odd income, and assigned to them tourism, 
catering, home holidays and hotels. Tourism, together with 
five-sixths of its income, was handed over to the existing 
Travel Association, a going concern with twenty years’ 
experience of tourist promotion behind it. Vain efforts were 
then made to think up some work for the other three com- 
mittees, but it was found that most of the odd jobs were 
already being tackled elsewhere, while more ambitious or 
imaginative efforts were ruled out by the Board for lack of 
either corporate status or statutory authority. 


Its constituent committees have at last grown tired of 
falling over each other’s feet in the effort to find something 
worth doing to justify their existence, and are now conferr- 
ing with the parent department with a view to combining 
themselves into a simpler team and receiving more precise 
instructions. At the same time their godparent, the Catering 
Wages Commission, has been shaking a disappointed head 
over them in its annual report. Now the Select Committee 
on Estimates has turned a very cold and searching eye on 
their activities and announced baldly that they had better 
be told what to do, given the authority to do it, and subsi- 
dised with more discrimination. 


Much of the trouble is that tourism in this country is not 
an industry but a facet of many industries which earn their 
bread and butter in other ways. They will not easily believe 
that a collective “tourist consciousness” will eventually 
pay, and the Board has proved that timid half measures to 
convince them are a waste of time and money. 


* * * 


Labour on the Farm 


A paper recently read to the Agricultural Economics 
Society by Mr F. G. Sturrock comes to the disturbing con- 
clusion that the productivity of agricultural labour has fallen 
in recent years and may now be lower than before the war. 
Productivity is defined in this context, not as the output per 
worker, which, because of the switch to crop production and 
the improvement in yields, has certainly risen, but the amount 
of work accomplished per worker measured on a standard 
basis of “ work units.” The calculation of labour efficiency 
in terms of “work units ” has been developed further in the 
United States, where it was even used as a basis for deferment 
of call-up. There is no doubt that in America labour 
efficiency on the farm has increased considerably as a result 
of mechanisation and improved techniques. In Britain it 
appears from a sample analysis (which may not, of course, be 
fully representative) that “ labour-saving devices are not in 
fact saving labour.” 


This is all the more disturbing in view of the increased size 
of the wages bill. A sample of East Anglian farms shows 
that the wages bill increased from 27 per cent (1938) to 37 
per cent (1948) of farm expenditure. Since the numbers 
employed in agriculture are unlikely to increase, the expansion 
of production and the continuance of agricultural prosperity 
now turn mainly on better use of existing labour, includ- 
ing, of course, the farmer’s own. 


* 


Various factors may account for a decline in labour 
efficiency. Increased mechanisation undoubtedly saves man 
hours, but often it does not save labour costs, either because 
the farm is too small to dispense with a worker or because the 
farmer has to meet the peak demands resulting from increased 
crop production or because he is frightened of laying men 
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off while labour is scarce. While it would be grossly untrue 
to say that British agriculture is over-capitalised, it is the case 
that mechanisation has in a rather random way 
(under the influence of high prices) and that many farmers 
could well make a closer study of the relationship of machines 
to labour utilisation. 


But there is another factor operating. All studies agree 
that there is a very wide gap, in labour utilisation as in other 
matters, between the best and the average farm. British 
agriculture is suffering from a malaise of too much security 
and too little incentive, so that, as Mr G, S. Browne pointed 
out in another paper to the society, “the country has not 
gained in production in a proportion in any way com- 
mensurate with the cost of the expansion programme. The 
great benefits which improved techniques could confer are 
not being reaped. 


Help for Malenkov 


An important change of duties in the Soviet Politbureau 
cannot be allowed to pass unnoticed, even if nothing but 
guesses can be made about its significance. Against the 
background of the celebrations for Stalin’s birthday Tass 
announced that N. S. Khruschev, party boss of the Ukraine, 
has been replaced in the important headquarters at Kiev 





London’s Water 


Our supply of water has of late engaged some of the 
attention it deserves, and Parliament will, in the ensuing 
session, be called on to take measures for increasing it and 
obtaining it from different scurces. Numerous pamphlets 
—the usual heralds of a fierce parliamentary contest— 
have been published, either impugning the conduct of the 
present water companies or advocating some mode of 
supply different from theirs. . . . Since 1807, however, 
when attention was very forcibly directed to the subject, 
and some new water companies were started, the water 
has been filtered and purified before it has been delivered. 
In .the large reservoirs mentioned belonging to each 
company the water deposits much of the matter suspended 
in it. It is passed through beds of “sharp sand” to 
filter it, and chemical as well as mechanical means are 
employed to make it fit to drink. . . . The Thames 
water has, in fact, long been renowned, and for many 
years, we believe, no other was allowed to be supplied to 
our men-of-war when fitted out in the Eastern naval ports. 
It had a reputation, like Madeira, of becoming sick— 
depositing what did not properly belong to it—and then 
improving by age and a sea voyage. Such facts should 
be very satisfactory to the Londoners, for; after all that 
is said on the subject, do what scientific men or schemers 
will, artesian wells have failed; tapping the chalk at 
Watford does not promise much ; the water of the Verulam 
and the Oundle will be neither purer nor so abundant as 
that of the Thames—do what we may, therefore, the 
Thames must ever be, as it has been since the 15th 
century, the chief source of our supply. . . . After all 
the noise, too, that has been made on the subject, the 
quantity of extraneous matter derived from the population, 
notwithstanding their increase, bears but a small propor- 
tion to the volume of water and the earthy impurities 
every shower washes into it from all the surrounding 
country. Clearly, therefore, our business on this subject 
is not to leave the Thames, but keep out of it as much 
as possible every contaminating substance, and adopt every 
means in our power to render perfectly pure every drop 
of water we take from it. 


January 12, 1850 
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(not by a member of the Politbureau) and has been made 
secretary of the party organisation for Moscow city and 
province. At the same time Khruschev has become a 
secretary of the Central Committee of the Communist Party 
and so moves into the very heart of things. 


Formerly the only Politbureau member to hold this key 
position was Stalin himself ; subsequently Malenkov became 
joint secretary with Stalin and thereby seemed to come into 
the autiie for the succession. Now Khruschev is there to 
form a triarchy. The most likely explanation seems to be 
that Stalin wishes to maintain a balance of power within 
his entourage, and that he has found it wise to provide 
Malenkov, that rapidly rising personality, with a colleague 
who has a reputation as an organiser, ten years’ experience 
in the Politbureau, and the Order of Lenin for his work in 
connection with the building of the Moscow Underground. 


* x * 


The Cominform and Japan 


Violent attacks in Pravda and in the Cominform journal 
published in Bucharest on the Japanese Communist leader 
Mr Nosaka appear to indicate that a determined effort is 
about to be made to .intensify anti-American agitation in 
Japan. So far, it seems, the Japanese Communists have been 
much too peaceful and moderate. What Russia requires is 
something really violent and troublesome which would be 
too much for the American authorities in Japan to handle. 
Mr Nosaka’s idea, on the other hand, is reported to be that 
the Communists should go slow until there is a peace treaty 
which would clear the field for more aggressive Communist 
activity against the Japanese Government ; at present the 
Communists can hardly make any serious disturbance in 
Japan without a direct clash with the occupation forces, which 
would probably result in suppression of the party as a legal 
organisation. 


When Japan surrendered in 1945, the Communist Party 
had been more effectively suppressed there than in 
perhaps any other country, not excluding Nazi Germany. 
The principal leaders were in prison, with the exception of 
Mr Nosaka, who was with the Chinese Communists and 
whose activity during the war had been confined to propa- 
ganda to Japanese war prisoners. The Americans, as part 
of the democratisation of Japan, at once set free all the 
Communists in the prisons and allowed Mr Nosaka to return 
from China; soon a strong party was in being and had 
begun the bitter, but discreet, anti-American propaganda 
campaign which it has been carrying on ever since. At an 
early date, however, a division on tactics developed. The 
old party war-horse Mr Tokuda, after sixteen years in gaol, 
was all for making loud Marxist noises, while Mr Nosaka 
was for a policy of guile and subtlety, designed to exploit 
every kind of Japanese grievance or. aspiration and even to 
avoid committing the party to an attack on the monarchy. 
More recently, since the Communist victories in China, 
Mr Nosaka has been busy seducing industrialists with tales 
of the trade they can have with China if only they will use 
the good offices of the Japanese Communists for making 
contacts. 


_ All this bears a close resemblance to the “ national front ” 
line in Germany of the German Communists and the attempts 
to win over west German industrialists with prospects of 
opening up the Communist-controlled east European market. 
But similar little games with the bourgeoisie in Japan 
apparently do net meet with the same approval from the 


. . . 


directors of international Communist policy. It may be that 


in Germany ; the Russians: may fear that these tactics will 
cause the Japanese Communists to lose their militancy and 
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have been more with the Chinese Communists than with 
Russia, is for that reason distrusted in Moscow. 


* t * 
The Battle of the Icons 


A religion must have visible emblems, both to stimulate 
the devotion of the faithful and to distinguish them by the 
test of og worship from the sceptic and the infidel. In 
Russia, acarkes with the ancient practice of Byzantine 
Christianity, the devotion of the Church has been tradi- 
tionally centred on pictures of saints, and this habit has 
been taken over by Russian Communism. 


Within the Soviet Union this involves no complicatioas ; 

no question. of precedence can arise, for the hagiology is 
fixed, with Marx and Engels as the precur 
and Stalin. as:the-falliment of prophecy. But it seems that 
in Ghina difficulties have arisen over the pictorial layout re- 
quired by the victorious’ Communists. At the time of the 
proclamation of the People’s Government in Peking, S35 
graphs in the world press showed portraits of Marx, 
J.enin, Stalin, Mao Tse-tung and Chu Teh, all in a we 
adorning the gateways of the old Chinese capital. In this 
array of new divinities the foreign element outnumbered the 
Chinese in a ratio of two to one. Peking does not appear 
to have been openly critical of the official display ; but in 
more recently conquered cities, and notably in Shanghai, it 
has been the object of remarks embarrassing to the Com- 
munist authorities. 


To justify the Communist practice, a ee me meres 
ecently produced an. article meeeey ay * cannot 
ne themselves to the practice o a. portraits of 
such international figures as Marx, Engels, Lenin and Stalin.” 
The reason why “the bandit ” had not dis- 
played the portrait of the President of the United 
States was that he wished to conceal the connection, whereas 
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the present friendly relationship between China and the 
Soviet Union was “ entirely honourable and above suspicion,” 
so that there was no need for concealment. China was now 
freed from “ imperialist, feudalist and compradore-capitalist 
oppression ” thanks to the ideological weapons provided by 
Marxism-Leninism and “the various forms of assistance 
offered us by the international forces under the leadership of 
the Soviet Union.” 


A concession, however, is to be allowed to the ungrateful 
Chinese. The writer explains that it is not necessary to 
display portraits of the “international figures” on all 
occasions, but only on occasions which are directly related 
to them. So it seems that patriotic Chinese will not per- 
petually have to contemplate the visage of Stalin at every 
turn, but only at times when its absence might be reported 
as an affront by local Russian representatives. 


Shorter Note 


Volume I of the Papers of the Royal Commission on 
Population, dealing with family limitation (HMSO, 4s.) 
embodies the results of an inquiry among some thousands of 
married women, so selected as to constitute the nearest pos- 
sible approach to a random sample. It provides an unprece- 
dented wealth of material on the use and effectiveness of 
various methods of birth control, on fertility and infertility, 
and on contemporary attitudes to family size. To the lay 
reader perhaps the most interesting point is the disclosure of 
the high proportion of pregnancies which are still unwanted 
or, at least, unplanned, About 23 per cent of all pregnancies 
among women using control (of all types) fall into this cate- 
gory. Evidently the forces tending to a fall in the birth-rate 
have by no means exhausted themselves. In the less reliable 
assessment of motive it is worth noticing that the reasons 
mentioned for family limitation are overwhelmingly economic, 
relating either to income or to housing difliculties. 
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Letters to 


Overseas Students 


S1r,—I was glad to read in The Economist of January 7, 1950, 
that you support the activities of the British Council in helping 
colonial students wito are studying in this country. Froin my 
personal experience as a Palestinian Arab student in this 
country, I can assure you that the colonial and other students 


also appreciate what is done for them by the British Council. 


On the start of the hostilities in Palestine early in 1948, I, 
with many of my Arab colleagues, had our financial resources 
from Palestine abruptly and completely cut. One of the condi- 
tions attached by the Home Office to the grant to us of per- 
mission to stay in this country was that we enter no employment 
either paid or unpaid without permission, and the authorities 
at the beginning refused to alter this condition, thus leaving 
us without any visible means of support apart from the meagre 
assistance granted by the National Assistance Board. Repeated 
appeals to the various Arab States and to the Arab League for 
help failed. After over a year, the International Students 
Service assumed responsibility for our maintenance, and the 
funds which this organisation collected for this purpose came 
mainly from British private sources. Now that these funds 


, have been exhausted, the British Council has assumed responsi- 


bility for our maintenance. It will not, of course, be long 
now for us to complete our courses of study. 


It is natural that I should feel embittered about the course 
which events took in Palestine, and that I should have laid 
some of the blame on Britain. But now, I must admit that I 
have been deeply touched by the help given to me in my 
desperate need. I am now grateful to Britain and its people 
and my original animosity has been replaced by love.—Yours 
faithfully, PALESTINIAN ARAB 


Gray’s Inn, W.C.1 


Electoral Facts 


S$1r,—Your Correspondent’s article on Electoral Facts rightly 
makes forecasting dependent on the findings of public opinion 
polls ; too great faith should not, however, be placed on their 
accuracy. It is wrong to suggest that their main sources of 
error are “ ineradicable biases and sampling fluctuations ” and 
that Dr Gallup’s failure in 1948 was in large measure due to 

“carelessness and over-confidence engendered | by past 
successes.” 


The error in a poll prediction is the net result of gross 
swings of support between the date of interview and Election 
Day ; swings due to voters who changed party, to voters who 
had not intended voting, and to intending voters who did not 
vote. If these swings cancel out, well and good; but it is 
dangerous, as Dr Gallup discovered, to assume that they will. 

Moreover, the poll respondent may be unintentionally insin- 


» cere until confronted with the need for action to suit his words. 


Answers to the question: “If there were a general election 
tomorrow, how would you vote ?” have full meaning only 
. when it is purposeless to elicit them because the election is 
 woday: The outcome of a national election, whether in this 
country or in the United States, depends on human decisions 
and hence on factors more delicate and numerous than public 


« opinion polls can accurately record—Yours faithfully, 


Maresfield, Gerrards Cross, Bucks H. Fievp 


The WEA — 
“Sin—There are three statements in your note on the 
Workers Educational - eee 
differs from that of the writer of the note. . 
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the Editor 


First, students’ homework has not dwindled. I attended 
a tutorial class in Rotherham in 1914 and the written work 
required and produced was not better in quality and quantity 
than obtains in many tutorial classes now. Except for the 
years of the recent war I would say it has not varied much in 
35 years. 


Second, the mingling of persons of different status produces 
in my experience good educational results. I had a tutorial 
class in economics two years ago which consisted entirely of 
manual workers and I found it lacking in the vigour and 
stimulus which comes from the pooling of experiences gained 
in different walks of life. Incidentally the Rotherham class had 
as students along with clerks, foundry workers, etc., the 
secretary of the British Wagon Co. and a Congregational 
minister. 


Thirdly, as to the title, if there were no organisation which 
catered specifically for manual workers there would be few 
working-class people taking advantage of adult education of a 
liberal kind. Since the Government subsidises the cost of 
teaching, classes must be open to all who wish to join, but 
~ WEA in its publicity and its subjects tries to attract 

ers. 


This is not to suggest that we do as well as we ought but 
we keep on trying.—Yours faithfully, RicHarp Evans 


Senior Staff Tutor, Department of Adult Education 
University College of Hull 


Burma_in_ Dissolution 


Sir,—Your leader on Burma in Dissolution appears to give 
priority “to the task of strengthening the Central Govern- 
ment and its military forces.” 


When Burma left the British Commonwealth its Government 
took over a country in good running order with any amount 
of good will as well as cash credit and military forces, What 
are the causes of its present weakness ? 


The Burmese Government requires atwza—a compound of 
respect, face, character, reliability, credit, standing—in order 
to “ restore the authority of the state.” An increase in arms 
would be merely an increase in the process of dissolution 
which began when the Government had arms, cash, and pros- 
pects, unless an attempt is made to discover and to remove 
the causes of the present position. For it’ is becoming well 
known that in the Karen “rebel” areas such as Toungoo 
there is no disorder or dacoity or racial trouble but a peaceful 
condition of affairs with schools functioning, food sufficient, 
prices low ; and the capture of an area by government forces 


Mr C. F. Grant’s letter calling for assistance to shift the 
Karen people into a Karen area is much more realistic, but 
Karen PENCE es be ee a 
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Books and 


Du Cote de Chez Schacht 


“ Dollar Crisis : Causes and Cure.” By T. Balogh. Basil 
Blackwell. 269 -{- xli pages. 158. 


Mr BALOGH is a writer to whom it is unconscionably hard for 
a dissenting critic to be fair. Though not in fact an extremist 
he expresses himself with all the extremist’s bludgeoning 
intolerance ; his manner is pontifical and his manners down- 
right bad. The temptation is almost overwhelming to roll 
up one’s sleeves, slip a heavy weight into a sock, and administer 
tit for tat to the best of one’s abilities. The temptation should 
be resisted. This book deserves serious study and contains 
much that is valuable even to those who most fervently dislike 
its author’s views. 


Its main thesis can be broadly stated as follows. The dis- 
proportion between the economic power of the dollar and 
non-dollar areas, while exaggerated by war, is not a once-for-all 
difficulty remediable by once-for-all measures and avoidable 
thereafter by adherence to the classic rules of international 
competition, but a continuing dynamic element in the world 
economic situation. Any large segment of the world economy 
whose rate of economic progress is sensibly greater than that 
of the rest imposes on them a deflationary strain which may 
be, and in this case would be, intolerable if it were not 
deliberately counteracted. (The ordinary arguments to the 
contrary, concerning relative advantage, increasing specialisa- 
tion, and so forth, are dismissed as “ theological ” and—pace 
Keynes—wholly irrelevant.) The United States’ own problem 
of dynamic equilibrium is itself virtually insoluble except by 
an overspill of investment into underdeveloped areas. These 
problems can be solved in conjunction, but only thus.. Mr 
Balogh envisages an international investment fund, embodying 
and expanding the principles of the Fourth Point, fed by the 
contributions of the richest members (particularly the United 
States) and working through loans and grants—the interest on 
the former not accruing to the lenders to create new transfer 
problems but financing the latter. Coupled with an inter- 
national bank of issue, its notes acceptable as lawful reserve 
by all central banks of member states, this mechanism should 
at the same time safeguard the United States from boom and 
bust and convert its influence on world economic affairs from 
a deflationary menace to a promise of progressive expansion. 


So far, so good. The idea might be hard to sell to the 
United States and the mechanism might prove complex and 
hard to work. But at least it is a genuinely international and 
constructive idea supported by arguments of powerful logic 
to which no summary paragraph can do justice ; and one can 
place much more faith than Mr Balogh in the alternative 
classical forces of equilibrium without feeling it desirable or 
feasible to give them their heads forthwith. To turn, however, 
from the long-run issue to matters of immediate policy, internal 
and European, is to plunge into a real Schachtian miasma. 
Mr Balogh’s primary assumption, enlarged upon in due course, 
is that the healthy economy is one that enjoys a controlled but 
permanent inflationary tension and a constant pressure towards 
equality. Any country whose inflationary tension is (inten- 
tionally or otherwise) lower, whose egalitarianism is less 
drastic, than those of its most left-minded neighbours, is by 
definition anti-social. The virtuous (e.g. Britain) must there- 
fore be safeguarded against the unemployment-mongers (e.g. 
Belgium) by an elaborate system of deflation-proof bulkheads ; 
controls, so far from being relaxed, must be multiplied and 
tightened ; notably, they must be applied to capital movements 
within the sterling area—a wide Lebensraum may obviously 
have its inconveniences. 


To criticise Mr Balogh’s notion of a healthy economy would 


be unprofitable here. Let his case, therefore, be granted—con- 
trols, penalties on success. and all. The majority, let it be 
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Publications 


assumed, like it that way; the minority, let it be further 
assumed, are as much the majority’s fair game as were Hitler’s 
Jews. The ideal, then, is a steady “ inflationary tension,” with 
the surplus purchasing power steered by rationing into 
“innocuous ” uses (e.g., travel in otherwise insufficiently over- 
crowded railway corridors), with productive resources steered 
by controls to wherever economic strategy demands, and—here 
comes the real rub—with a corresponding redeployment of 
labour by collectively determined wage differentials. Only 
those countries whose economies measure up to this ideal are 
fit for membership of democratic international society. . . . 
Surely this is a more wildly unrealistic basis for economic 
policy than any provided by the “theological” adherents of 
liberal economics. (For Mr Balogh the word “liberal” is of 
course a term of abuse.) Traditional British respect for law has 
only just stood up (or has it ?) to the present degree of contro! 
—supposed, moreover, to be temporary. In no other country 
is there either the standard of civic morality or the administra- 
tive expertise (Mr Balogh is severe enough even on British 
experts) to work permanently, dynamically and rationally such 
a system—unless, of course, ali pretence of democratic proce- 
dure be abandoned. If the nations of Europe have retreated 
from the controlled, chronically-flatulent economy it is not 
because their masses are disfranchised or their leaders male- 
volent halfwits ; it is because they found the thing unworkable. 
What response, in administrative skill and public compliance, 
could be expected for the further, and in Mr Balogh’s view 
essential, extension of control to the wage system? No 
economist can answer. The really relevant views would be 
those of Buttercup, the TUC horse ; and even were they, per 
impossibile, to be favourable, one doubts whether his 


Continental counterparts would prove equally quiet to ride or 
drive. 


The German Record 


' “The Struggle for Democracy in Germany,” Edited by 


Gabriel A. Almond. North Carolina University Press. 
$4.00, (London. Geoffrey Cumberlege, 218.) 345 pages. 


THE seven American experts who contribute to this symposium 
on postwar Germany have to a certain extent been overtaken 
by events. The situation in Germany has changed so radically 
since the establishment of the Federal Republic that any study 
which is obliged to stop at the end of 1948 is bound to make 
the reader feel that he has been left in the air. Yet the basic 
problem with which the book deals still remains to be soived. 
The task of turning Germany into a stable working democracy 
secure against both Nazi and Communist totalitarianism is 
only just begun. 


The seven studies in this book are concerned with two main 
aspects of this task. They begin by tracing the liberal demo- 
cratic spirit in Germany from the opponents of Bismarck to 
the underground opponents of Hitler; and they go on to 
describe the policies—political, economic, administrative and 
cultural—of the four occupation powers and their effect upon 


the rebirth of German political life. They are distinguished 


by a careful and wholly praiseworthy attempt to treat these 
controversial topics with objectivity. They are also, unfor- 
tunately, distinguished by a certain dullness which detracts 
from their readability but does not detract from their value 
as a source of useful information on the economic and political 
facts of life in postwar Germany. A rather surprising omission 
is any adequate account of the problem of the German refugees 
from the east. The most absorbing and interesting chapters are 
those dealing with “ resistance and repression under the Nazis ” 
and with the “social composition of the German resistance.” 
The information on the extent of the German resistance must 
always be scrappy and incomplete owing to the success with 
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which the Gestapo uncovered and destroyed it during the war 
years. But all that can be gleaned from surviving anti-Nazis 
and from those Gestapo reports and statistics which escaped 


destruction at the time of the German surrender, is here set 
forth in a fascinating study. 


A Hurried View 


“A History of France.” By André Maurois. Jonathan 
Cape. $40 pages. 26s. 

M. Maurots has followed up his popular History of England 
with a single volume history of France which sets out to tell 
the whole complicated story of that country from the cave 
dwellers of Perigord to the present time. His survey is an 
intelligent one but it hardly justifies the claim made by one 
critic on his behalf that he is in “ la lignée de Renan, de Taine, 
de Toequeville.” 

The book is strikingly conventional in the bourgeois- 
nationalist-mildly-Catholic tradition. Louis XIV is “the 
Great King,” who “dominated the Great Century”; from 
the Revolution and the Empire “the French have preserved 
love of glory and a feeling for greatness,” and, on the authority 
of M. Etienne Gilson, we learn that for five centuries “ every- 
thing which was French was universal, and everything which 
was universal was French.” 


A writer who seeks to tell so long and crowded a story in a 
single volume has to decide what to leave out in order to gain 
room to interpret the facts of his story. In his determination 
to be complete M. Maurois is compelled to hurry his breath- 
less reader through events inadequately explained. This is 
felt particularly in the field of social and economic history, 
where neither the havoc caused to France by Louis XIV’s 
reign, nor the background of the Revolution of 1789, nor the 
effects of the industrial revolution of the nineteenth century 
are analysed in any depth. Even from his own strictly 
political point of view M. Maurois’ sense of proportion seems 
deficient. The Commune of 1871 is dismissed in two para- 
graphs and, though we are told that “from the June days of 
1848, and the days of the Commune, dates that secession of 
the proletariat from which France has so greatly suffered and 
which has made her political life so different from that of 
England or the United States ” the theme is never developed. 
No serious effort is made in later chapters to trace the develop- 
ment of the Socialist and Communist parties in France or of 
trade-unionism as a political force. 


Many readers will turn with special interest to M. Maurois’ 
account of recent events. ‘They will find his attitude to 
France’s wartime allies somewhat grudging. The respon- 
sibility for Munich is placed squarely on British shoulders ; 
“the French Government sacrificed everything on the altar 
of its agreement with England, and England refused to become 
involved, alleging the traditional reasons—he1 inability to 
‘consider hypothetical cases, the need to consult with the 
Dominions.” Readers of Mr Wheeler-Bennett’s book will not 
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need to be reminded that this is a much over-simplified 
version of a complicated story,.and not even his patriotic 
reticence can excuse M, Maurois, as historian, for failing to 
give his readers any glimpse of the unsavoury activities of 
M. Bonnet at that time. Again, no one could deduce from 
these pages the immensity of Dock te and sacrifice required from 
the United Kingdom, the Dominions, the United States and 
Soviet Russia to secure the liberation of Europe, and of France. 
It may, or may not, encourage M. Maurois’ wartime hosts in 
the United States to enter a third world war quickly to be 
told that “ France is Europe’s vanguard ” and that “ when the 
main army follows it only after a space of three years, the 
vanguard is in danger of being overwhelmed.” But it would 
make the history of France itself more intelligible if 
M. Maurois showed more clearly that Europe’s vanguard, 
France, was in serious moral as well as military disarray before 
the battle began in 1939, and that, for all the heroism of its 
Resistance at home and abroad the story of its liberation can- 
not be told in terms of Petain and Darlan, Giraud and 
de Gaulle, but demands a wider canvas than he has chosen 
to employ. 


Bird’s-eye View only 
“ Asia’s Trade” By B.G.Ghate. Geoffrey Cumberlege. 
Oxford University Press. 160 pages. 128. 6d. j 
Rupees. 
Ir Mr Ghate ever asked himself “Is my book really neces- 
sary ?” he must have hesitated a long time over the answer. 
He makes no claim to original research ; his figures come from 
the “ Network of World Trade” and the “ Foreign Commerce 
Yearbook.” His own suggestions are planning gone amok. 
He proposes, for example, inter-Asian Corporations to market 
the handicrafts and allocate the capital equipment of the whole 
continent ; there is not the slightest hint that he realises the 
administrative difficulties, the red tape and the inter-Asian 
ill-will which would inevitably result. He draws pretty 
organisation charts for his corporations and does not even say 
where the staff would come from. There has been far too 
much of this academic scheme making in recent years. It is 
time that it was realised that each handicraft, each type of 
machinery requires a separate skill, and that their production 
and sale are not suitable subjects for universal bureaucrats. 
Mr Ghate’s book has, nevertheless, its justification. The 
“Network of World Trade ” has to be predigested before the 
majority can absorb it with pleasure; and Mr Ghate pre- 
digests admirably. His tables are well chosen and his 
exposition is lucid. All the main points are well brought out ; 
one sees the great importance of rubber and jute as dollar 
earners ; the dependence of the whole of Asia on just a handful 
of exports—rubber, tin, jute, rice, textiles—the disastrous 
effect on Japan of the drop in the American demand for silk 
and the size of Indonesia’s favourable balance of trade before 
the war. For those who want a bird’s-eye view, and no more, 
Mr Ghate’s book can be warmly recommended. 
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AMERICAN SURVEY 





Welcome Back to Congress 
(From Our American Staff) 


NEW décor, if not new decorum, awaited the Senators 

and Representatives as they trooped back to Washing- 
ton to start the new year and the second session of the Eighty- 
first Congress. Last July, the House and Senate chambers 
were taken over by builders ; ejected legislators finished the 
session cramped and suffocated in the conference and caucus 
rooms of the House and Senate Office buildings. But now 
the job is finished, and whether or not 1950 is the opening 
of a new half-century—the President has made it clear that 
he, along with The Economist, does not so regard it—it 
opens a new era of convenience and opulence on Capitol Hill. 


Gone is the supporting maze of steel superstructure 
which for some years has kept the roof off the heads of 
the legislators. The Senate is now illumined by an oval of 
indirect lighting and the House by an octagon surrounded 
by plaques for each State—plus four hopeful vacancies. The 
walls are covered with damask in a design of Phrygian Caps 
and Liberty Bells, copiously encircled by laurel ; the colour 
is blue and grey for the House, gold for the Senate. In the 
galleries, no one any longer sits behind a post, not even 
the marble personages, designated with some uncertainty 
by the doorkeeper as “ late statesmen,” that occupy niches at 
the upper level. As to the comfort of the new seats, there 
is disagreement ; possibly the engineers held the not un- 
reasonable view that most politicians are pre-cushioned. 


Consequently, the President’s visit to the House to deliver 
his annual message on the state of the union was staged with 
extra glamour. As usual, the gallerir. were filled early, with 
wives of members identifying poi.%s of interest to their 
neighbours: “ That’s FDR, Junior, standing by the second 
table. Looks like his father, doesn’t he? . . .Yes, his 
mother’s here, over in the diplomatic gallery with the little 
bit of red on her hat... . The member in the wheel-chair 
is Mr Prosser, from Cleveland. It’s arthritis. Poor man, his 
wife had it, too. . ..” Then the doorkeeper announced 
successively the members of the Senate, the diplomatic corps, 
the Cabinet, and the artnet of the United States. 

* 


After pronouncing the state of the union good, and giving 
the upsurge of science first place in his review of the first 
half of the twentieth century, the President indicated what 
he thinks should be done to keep conditions good and make 
them better. The emphasis on domestic, rather than foreign, 


projects in Mr Truman’s list might have been anticipated . 


in an election year. In the area of foreign affairs, the 
Congress applauded his general statement that “ we can never 
be tolerant of oppression or tyranny,” his promise of con- 
tinued wholehearted support of the United Nations, and his 
intention to maintain “a strong and well-balanced defence 
organisation,” but his recommendation that common 
measures for regional defence be taken, and his request 
that conscription powers be renewed, were received in 
silence. Support of the European Recovery Programme was 
greeted with mild enthusiasm, as was a not-too-pointed 


reference to Point Four, with special attention to the Far 
East, though his plea for the International Trade Organisa- 
tion roused no echoes. There was a dutiful response to 
the President’s conclusion that the democratic nations must 
show that the benefits of their way of life can be extended 
to all nations and races, and not allow themselves to be 
forestalled by the promises of the Communists. 

On the domestic side, a review of the economic pro- 
gress of the last fifty years, to a present national production 
of $255 billion a year, was received with equanimity, broken 
only by applause when he underlined the need for workers 
and unions to “ increase productivity and obtain for labour 
a fair share of the benefits of our economic system.” Perhaps 
it was this applause that led Mr Truman, in the following 
paragraph, to reverse his text and the usual order of the 
first and second groups when naming the traditional trinity 
of business, labour, agriculture. 

When it came to specific domestic measures, the President 
recognised the claims of business by suggesting new legis- 
lation to aid the small businessman ; those of labour by pro- 
posing, once again, repeal of the Taft-Hartley Act—here, 
applause carried conviction and received forbidden support 
from the galleries—and inauguration of a labour extension 
service to parallel the educational work of the agricultural 
extension service ; those of agriculture by endorsing farm 
income supports—without mentioning the name of the 
Administration’s Brannan plan, which is looked upon with 
suspicion both by many Congressmen and many farmers. 
With the three major interest groups thus placated, he con- 
tinued with a list that included housing and rent control ; 
conservation of natural resources ; public electricity projects 
—in. New England as well as the Columbia Valley ; the St 
Lawrence Seaway ; and a seriés of scientific measures such 
as the recognition and exploitation of new assets in minerals, 
sea-water and plant life, the development of useful power 
from atomic energy, and the creation of a National Science 
Foundation. Enlargement of the social security system to 
increase protection against the hazards of old age, unemploy- 
ment and ill-health, aid to education, civil rights legislation, 
and liberalisation of the Displaced Persons Act completed the 
list and brought the President to the question of finance. 

The first paragraph of this section began: “ At present, 
largely because of the ill-considered tax reduction of the 
Eightieth Congress, the government is not receiving enough 
revenue to meet its necessary expenditures.” To know what 
he said immediately thereafter, it was necessary for members 


** AMERICAN. SURVEY ”’ is drawn from three 
sources. Articles described as ‘‘ From Our American 
Staff’’ are the work of a small group of regular 
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with some such attribution as ‘‘ From an Industrial 
Correspondent’’ or ‘‘ From a Correspondent in Ohio’’ 
are from outside contributors. My el eng printed 
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to make subsequent reference to the text of the speech. For 
the chamber suddenly exploded into sound: the routine 
reading and the routine enthusiasm were drowned in jeering 
laughter mixed with whistles from the Republican side. The 
‘President went on reading ; his adherents manfully supplied 
applause to drown the laughter. As the competition con- 
tinued, newspapermen in the press gallery began to try to 
remember a parallel instance of such treatment of a Presi- 
dential message. 


’ When order was restored, the voice on the rostrum had 
reached the following sentence of the peroration: “ We do 
not seek material prosperity for ourselves because we love 
luxury ; we do not aid other nations because we wish to 
imcrease our power.” So spoke the President, ending his 
report as head of state. It now becomes the function of 
Mr Truman to seek material prosperity and increase his 
power as head of the Democratic Party, and there is every 
indication that this is the task that will claim his primary 
attention until Congress goes home. 


In all democratic countries, it is well understood that the 
last days of an administration’s mandate are an unlikely time 
for leadership. Sometimes incumbents whose position seems 
strong mark time, doing nothing quietly, lest applecarts be 
upset. This year, aad in spite of a strong position, the 
Democrats are apparently planning to do nothing as loudly 
as possible, with the expectation that this procedure will 
attract still more adherents. A genuine effort will probably 
be made to secure passage of the Bill to extend social 
security benefits and coverage, which has already gone 
through the House. But the plan to give priority to a ban 
on discrimination in employment (the most controversial of 
all civil rights measures) and to re-propose repeal of the 
Taft-Hartley Act is. generally held to be a technique for 
rousing the Negro and labour vote in the big cities, rather 
than a serious effort to secure action. The labour vote is 
also an element in Mr Truman’s continued sponsorship of 
the Brannan plan, since both some farmers and many con- 
sumers favour it. The solidarity of the Catholic vote may 
account for the reluctance of the Administration to make a 
strenuous effort to pass the Bill for federal aid to education, 
though the version approved by the Senate offers a way out 
by leaving to the several States the problem of deciding 
whether Catholic schools should receive a share of federal 
assistance. Mr Truman’s legislative shopping list for this 


session may, therefore, be designed primarily for window- 
shopping—and dressing. 


Scientists Take Stock 


[FROM OUR AMERICAN STAFF] 


TWENTY years ago, at the end of 1929, most Americans, 
while trying to assess the significance of the autumn’s crash 
on the stock market, were refusing to believe that things were 
not as they had seemed during the preceding years. But 
time brought disillusionment, not only to individuals but also 
to the groups to which individuals belong, to families, to 
businesses, to trades unions, to universities, and, not least, to 
the state. Reactions were varied, but one was, and remains, 
almost universal: a widened interest in research. A baffied 
society, still uneasy today in. spite of the recent prosperity 
and unprecedentedly high standard of living, wanted to know 
what caused the stresses and strains, even more how to 
| sSIE DORE NESE Sacer Ser weer net 
it turned to research for the answer. 


Some idea of what this appeal to research has meant could 
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be formed in New York during the last week of 1949, when 
the annual meetings were held of many of the professional 
societies to which research men and women belong. 
Thousahds were there—no one knows how many—jamming 
the city’s hotels, flocking into several dozen specialised 
sessions every day, representing the social, the physical and 
the mathematical sciences. They were members of more 
than a dozen national organisations, most of which in turn 
contain sub-groups of specialists, and each one of the thou- 
sands attending left many colleagues at home, to whom oral 
and written reports are now being made. The formal sessions 
at which hundreds of prepared papers were read were only 
a part of the intellectual activities of the week. . For every 
such session there were hundreds of conversations in 
corridors, lobbies and hotel rooms ; in addition there was the 
“ slave market,” where would-be employers inspected possible 
new members for their staffs, and those seeking jobs, or 
changes i in jobs, searched for new pastures. Some idea of the 
interest in the meetings—or at least of the judgment of skilled 
editors as to the interest—was shown by press reports. 
extensive in many papers and on the front pages of the New 
York Times and the Wall Street fournal. 


This research profession, stimulated by popular demand to 
a size beyond the possible imagination of twenty years ago. 
flourishes in every part of the country and in every kind of 
institution. Every adult age group is represented, women 
are nearly as prominent as men, in numbers at least, and 
refugees are numerous. There are economists, econo- 
metricians, statisticians, psychologists, marketers, teachers, 
mathematicians, biologists, chemists, physicists, political 
scientists—and many others. There are pure thinkers, 
experimenters, policy-makers and executives—and more 
frequently than ever before the same person wears different 
labels on different days or even at different hours. 


x 


This gathering of what might be called the Fifth Estate 
engaged in four major pursuits, First, and perhaps most 
important, it examined the validity of professional disciplines 
and techniques. And the president of the statisticians was 
not the only one to question both their quality and their 
method. Second came reports of progress and results of 
work under way or just completed. All branches had much 
to present, including an important array of encouraging dis- 
coveries in the physical sciences. Third were the predictions, 
largely among the economists, and almost unprecedentedly 
unanimous. The year 1950, they said, would be another 
year of high prosperity for America, with total output and 
income only a little below 1949, much as 1949 was a little 
below 1948, and with the first half of the year perhaps slightly 
better than the second half. Finally, there were recom- 
mendations for what should be done. Amiong these strong 
emphasis was put on reductions in the federal budget, with 

outspokenness from Mr Paul Douglas, former 
president of the American Economic Association and pro- 
fessor at the University of Chicago, now Democratic senator 


. from Ilinois. 


What occurred was a vast cross fertilisation of the profes- 
sions which will affect projects and policies and students for 
an indefinite time and to an incalculable extent. Apart from 
that, no adequate summary of hundreds of formal and 
informal sessions is possible. Yet, it is possible—in the 
spirit of the profession—to formulate two hypotheses about 


the effects of this great dedication of men and moncy to 
enquiry into society and nature. 


First, numerous analytical tools and. methods have cer- 
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Guaranty Trust Company 
of New York 


Condensed Statement of Condition, December 31, 1949 


RESOURCES 
Cash on Hand, in Federal Reserve Bank, and Due 
from Banks and Bankers ............ 


U.S. Government Obligations 2.2. 
Loans and Bills Purchased... 0.0. 


Public Securities _.......... ae $54,846, 500.43 
Stock of Federal Reserve Bank 9,000,000.00 
Other Securities and apr 

tions . wes, 7,410,534.00 
Credits Ciiaited's on s Aciglideis 9,613,956.14 
Accrued Interest and Accounts 

Receivable 9,180,989.25 
Real Estate Bonds and Mort- 

gages Picea aca 5,385,197.89 
Bank Premises 0.000000... as Sey aes 2° 


Other Real Estate - ee 
Total Resources ............... 


Securities carried at $118,968,756.80 in the above Statement are pledged to qualify for 





LIABILITIES 
Capital ... vattsmmeereaiaenee  $100,000,000.00 
$586,973,444.91 Su ta Fund “ Seer "70-3682. 34 
Undivided Pro ts Cees 482.54 
07% p 73 See , 
ape tres Total Capital Funds —............ $370,568,482.54 
954,967,571.12 Deposits _. $2,267,416,947.26 
Treasurer's Checks Outstand- 
ing ie 32,439,051.74 
Total joe” ee . 2,299,855,999.00 
Acceptances oe 18,089,264.31 
Less: Own Acceptances Held 
for Investment oes. 7,598,836.57 
$10,490,427.74 
Dividend Payable January 3, 
1950— Regular $3,000,000.00 
Extra’ 2,000,000.00 5,000,000.00 
Items in Transit with Foreign ; 
7 Branches . (24,703.38 
‘Spakuer ve Accounts Payable, Reserve for soe 
dt Soha Expenses, Taxes, ete... 42,935,351.45 60,150,482.57 
.. $2.730,574,904.11 Total Liabilities ii..--ccc-ismae--nnce-mnee $2,730,574,964,11 
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‘In yesterday’s world the difference in spelling might 
have led to bottle-throwing, hatchet heaving and paper- 
shaking. 

But somehow today we've grown a bit bigger... 
mentally broader... more eager to understand the 
other fellow. 

The New York Herald Tribune, European Edition, 
contributes to understanding ... international under- 
standing ... by printing more international news than 
any other daily newspaper in Europe. 

That’s why the Herald Tribune, published in Paris, 
has experienced a growth of six times its pre-war 
circulation. 

_ That’s why 92% of the readers renew their subscrip- 
tions. 

Our readers don’t care how the little words are spelled 
as long as the Herald Tribune keeps doing the big 
job... supplying them with daily news of the world. 

Read the Herald Tribune. You'll find it bright... 
factual .. . fair. 

- Ask for a copy at your regular news-stand... or 
write : Subscription Dept. (Bureau D), Seymour Press 
Ltd., 22 Great James Street, London, W.C.1. Tel.: 
Holborn 7484. 
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80 
tainly been developed ; more trained minds are focused on 


economic and social problems now than twenty years ago and 


there is more interchange among them. Knowledge is being 


accumulated more rapidly, and is: being much more widely - 


disseminated both within the professions and to the public. 
Large and impressive-looking defences have been erected 
both agdinst the factors known, and against those thought to 


have contributed to depression in the past... More than four | 


years have now passed since the end of the war, yet the 
American economy has not collapsed, as it was so widely 
expected to do both at home and abroad. Twice it seemed 
to. be on the verge—immediately after the war, and again 


early in.1949—but both times the decline far short 
of anything that could be called depression. is is at least 


prima facie evidence for the hope that some advance towards 
the goal of economic stability at a high level may have been 
e. 


Second, this intensified, organised inquiry, building on the 
accumulated capital of knowledge, may be moving towards a 
long stride forward which will not be comparable with the 
creeping advances of the past. Atomic fission and the 
recent advance in expectancy of life be precursors of 
startling alterations in the availability of resources and in 
social and individual behaviour. The cynic and even the 
realist heap such scorn on these suggestions, as reviving the 
“ New Era” delusions of the twenties, that not many dare to 
develop such ideas very far even in their own minds. A 
thousand doubts can- be poured upon them for 1950—and 
for decades in the future. No sane man would invest much 
money in them, nor counsel others to do so. But however 
wrong this research may be in detail or in timing, the world 
is more apt to benefit from, than to be harmed by, such daring 
suppositions. 


American Notes 


Deficits in Prosperity 

President Truman’s budget for the fiscal year ending 
on June 30, 1951, covers the first period during which receipts 
are likely to be ~ mannered sere by the fall from er 
peaks which were reached by imcomes, employment 
output towards the close of 1948. ‘The new estimates also 
cover the third successive year in which the US Government 
has failed to balance its accounts, even though peacetime 
prosperity has achieved heights which were hardly imagined 
until recently. A year ago the President estimated that the 
current year’s deficit would: be less than $900 million, on 
what then seemed to be a rather shaky basis. In fact, the 
deficit for the fiscal year 1949-50 is now put at $5,500 million 
and that for 1950-51 only slightly lower, at $5,100 million. 





BupGet REcEirpts AND EXPENDITURES 
(Fiscal Years to June 30th) 
(In Million Dollars) 


Surplus(+) 
or 

Receipts Expenditures. Deficit(—) 
ORB iss SS eiees eee es 42,211 33,791 + 8,420 
eee ee 246 40,057 — 1,811 
LOG ons ses weg ogeleety 37,763 43,297 — 5,534 
ISGLS 0 ome stuns sight 37,306 42,439 — 5,133 

* Estimates. 


Even so, Mr. Truman, from the tone of his budget 
as well as from that of the annual economic message 





ee 





he sent to Congress a few earlier, obviously believes that 
the national economy is toe balanced and that it should be 
possible to maintain stability and steady growth. He has 


long propounded the doctrine. 
be much more than a simple | 


s 
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Hie. believes that is. squid. bea cooacious instrument for. the 
long: expansion national income, proposals 
for 1950-51 are once again based solidly on the Employment 





Act of 1946.and.on the subsequently outlined for the 
rae 


t of the welfare state. 


The President estimates that budget receipts during 
1949-50 will fall by about $450 million, a relatively modest 
decline which is attributed mainly to the setback in company 
profits from the 1948 peak. On the iture side, the 
1950-51 estimates call fora reduction of million, about 
2 per cent, and it is wholly natural that, in a year in which 
the President’s party will face a bitter election campaign, the 
een lower federal expenditures is to fall upon the sector 
de as “International Affairs and Finance.” 


* 


The 1951 budget provides for an expenditure of $4,700 
million on foreign activities, $1,300 million, or more than 20 
= cent, less than is estimated for 1950. All segments of the 

uropean recovery programme, including that portion of 
aid to western Germany which has previously been 
provided separately, will be more than $1,000 million 
below the amounts provided for the same purposes in 1950. 
The President gave his usual warnings to to 
the wider audience concerned, about the folly of cutting these 
expenditures any further, but they clearly represent the 
maximum aid upon which the debtor countries can rely, and 
the minimum reductions which Congress will make in appro- 
priations for foreign affairs. The way in which the 
Administration has conditioned this part of its programme to 
meet probable Congressional reactions is well illustrated by 
the proposal that only $35 million should be appropriated 
as the essential first step in the Fourth Point programme for 
the development of backward areas. 













US BUDGET FOR 195! FISCAL YEAR| 
EstimaTeo ExPENDITURE 


(All figures in biliion dollars) 


TOTAL ~42.4 
GOVERNMENT EXPENSES 






<-NATIONAL DEFENCE 


Pusiic DEBT 
SERVICE 





Appropriations for military aid under the Mutual Defence 
Assistance Act will also be cut according to present estimates. 
For the current year Congress has provided about $1,400 
million. For 1951 the Administration is asking authority for 
only $1,100 million, although actual expenditure will be 
almost twice as large as in 1950 because of the time-lag in 
military procurement. EPA A 
__ With the cut in foreign items substantially greater than the 
decline in expenditure as a whole, the fee items are 
Gree cenctis aeieoed te te eee Sead 
| exactly accounted for by national defence. i- 
tures which, ing stockpiling and other ancillary items, 
are up, by $400 million, to $13,500 million. Estimates for 


economic have as has ision for 
welfare dat cont aaa ie Gc i en tervicnece 


are $825 million lower on the year, 
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fortunate indeed to repeat this achievement, but the experi- 
ence of 1949 does at least suggest that vigorous action by 
the government may find an economy that is more responsive 
to stimulative measures than is generally recognised. 


* * * 


New. Doors in the Far East 


When President Truman announced last week that the 
United States had no designs on Formosa and that it would 
not give mili aid or advice to the Chinese Nationalists 
there, he was y locking the door of a stable already 
empty of a Far Eastern policy, and getting ready to back a 
new Asiatic horses. He is not yet, however, pre- 
pared to admit that a red one can be a legitimate runner, in 
spite of the embarrassment which this refusal to recognise 
the Peking government is causing to the State Department, 
both in the United Nations and as a result of the determina- 
tion of one American shipping line to send its vessels through 
the Nationalist blockade of Shanghai. | 

Those Republicans, more noisy than numerous, who have 
been responsible for the storm over Formosa, are now vent- 


$1 


ing on Britain their anger at the President’s rebuff. They 
threaten to exact a penalty for its recognition of the Com- 
munist regime in China by cutting its Marshall aid next year. 
Failure to. check Communism in one region hardly seems a 
reason for w ing the efforts that have successfully con- 
tained it in another, but there are many Americans who find 
it difficult to reconcile abandonment of the anti-Communists 
in China with the support being given to them in Europe. 
The strain on the bipartisan foreign policy has been 
increased by the Administration’s failure to consult Congress 
before the President made his declaration on Formosa. This 
failure, largely explained by the speed with which the storm 
blew up, affronted Senator Vandenberg, one of those Repub- 
licans who realise the dangers of giving military aid to 
Formosa. It is not yet possible to judge whether Mr Van- 
denberg was appeased during the day which the Secretary 
of State has now spent with the Senate Foreign Relations 
Committee. 


_Nor is it yet known if Mr Acheson obtained the views 
of the Committee on whether “the general area of China,” 
for which Congress ‘has allocated $75 million, now includes 
Indonesia, Indo-China and the other Far Eastern regions 
where the promotion of Asiatic nationalism seems to offer 
the best hope of curbing Communism. By closing the 
Formosan door, and making it clear that the United States 
has no imperialist motives in China, the President stopped 
a hole through which American influence in the Far East 
had been draining away. It is now a qnestion of finding 
a forceful and practical means of discouraging Communism 
in Asia. Many Republicans agree that this must be done ; 
if Senator Vandenberg qan restrain his fire-eating col- 
leagues as firmly as Mr Truman has quelled his, there may 
yet be a bi-partisan approach to the new doors that must be 
opened in the Far East. Without it, the present Congress 
is unlikely to do more than push them ajar, if that. 
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LIABILITIES 


Reserves for Taxes, Unearned Discount, Interest, etc. . 


Dividend Payable January 15, 1950 . 
Outstanding Acceptances . 


Liability as Endorser on Acceptances and Foreign Bills 


Cash Held as Collateral or In Escrow . 


2,556,7.34.24 
. _14,678,810.72 
_ 2.981'747'790.52 


"$2,451,996, 774.10 
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United States Government and Other Securities carried at $84,599 ,284.02 are pledged to secure public funds and trust deposits and for other purposes 
as required or permitied by law. 


President : HARVEY D. GIBSON 
Principal Office: 55 Broad Street, New York 
ive Office : 1 Cornhill, LONDON, E.C.3. 
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Session with a Dead-line 


we or ates aie 
deep 


with one eye on the clock, for members, however 

other disagreements, are united in a desire to disperse at least 

by July 31st, to prepare for the autumn great A henge 
start is made easier year because no time need 

in organisation and many Bills are sheaay'? in an sietced 


stage. with Mr Truman’s long list of pie-in-the- 
_ ial agreement 


between Senator Lucas and Senator Taft, the Democratic 
and Republican spokesmen in the Senate, tha 

main issues before this session are tax revision, the extension 
of social security and civil rights measures. In the Senate, 
the Democrats, at least, have attem to speed up proceed- 
ings by promising to offer no i t amendments—such 
as civil rights riders—that might provoke filibusters and 
perhaps kill the Bill under consideration. 

They have not promised, however, not to vote for amend- 
ments Submitted by others ; and the Bill to repeal the dis- 
criminatory federal taxés on coloured margarine—on which 
the Sena is once more embarked—is a tempting target for 
Republicans who are attached either to butter or civil rights. 
Twenty-six dairy-State Senators hope, if they cannot kill the 
Bill outright and —. the 64-year-old penalty taxes, 
to forbid the sale of coloured margarine in inter-state com- 
merce, thus depriving States with no margarine industry of 
their own of access to butter’s much-maligned poor relation. 
One ace up their sleeves is the anxiety of the south to have 
the cotton quotas raised ; planters may trade margarine— 
which provides an outlet for cotton-seed oil—for Republican 
aid in rewriting the allotment formula. 


* 


Though the Republican leaders oppose it, the 
Margarine Bill may also be saddled with rider 
cutting excise taxes on luxuries, The Adedainelion has 
come round to the view that they must go. In his economic 
message, President Truman urged that expansion, rather than 
mere stability, must be the aim of economic policy, and he 
promised a programme of tax revision that would stimulate 
business activity and investment. The catch is that, in the 
Administration’s view, any concessions in regatd to excise 
taxes must be paid for by new levies. 


Republicans and many Democrats, however, have returned 
with a firm resolve to eat their political cake and The J it, too 


to cut taxes without authorising any new levies. 
istration has only a slender hope of a ae is by insisting 
that tax reductions and offsetting increases ng See 


parcel. The Republican defence from charges of financial 
irresponsibility is geen will cut expenditures: a special 
committee is ceremoniously going to attach a “ price tag” 
to every spending Bill. But even Senator Taft, who believes 
that excessive spending is the primary concern of voters, con- 
cedes that the most strenuous economy—always hard to 
practise in an election year—could hardly reduce tthe deficit 
by more than $3 billion, leaving a $2 billion gap. 


* * * 
FBI on Trial 


It is the Federal Bureau of Investigation that is on the 
defensive in the pre-trial hearings on the conspiracy and 
espionage charges against Miss Judith Coplon and ve 
Valentin Gubitchev, a Russian engineer employed by the 
United Nations. Judge Ryan has announced that he must 
dismiss the indictment unless the Government can prove that 
Sonn. Ue wegen of the detainee Ripped be 
tapping the t on 
ra pial: ha alse Geen. Lelie WR the: Sine Court 


against Miss Coplon’s conviction lst June of stealing sere 
government documents. 

That the FBI taps telephones—in a’ limited number. of 
panes, and. with Ce capreme, seeeumemee ot ee, Dees : 


~ mess at the end of 1949, had 


though this is. hotly 
disputed by a former chairman of the Communications Com- 
mission, who regards wire-tapping as a threat to civil 
liberties. A Supreme Court ruling, however, makes it clear 
that information derived from tapping wires may. not be 
used as evidence in a federal court. This is the trap into 
which the FBI may have stumbled. Its seeenete tO extricate 
itself have been far from dignified: the penetrst agents 

is singularly hazy, certain records have “been oyed, and 
it appears that the first court trying Miss Coplon was misled 
on the wire-tapping issue. 

A number of unsuccessful attempts have been made to 
persuade a reluctant Congress to make federal wire-tapping 
respectable. Most Attorney-Generals find it intolerable that 
they are prevented from using it to secure convictions in 
cases of treason, espionage, kidnapping and extortion, while 

ate practitioners, who have no desire to take their 

to court, often get off scot-free. State law varies 

widely ; in New York, private wire-tapping is a felony, but 

the courts may authorise wire-tapping by the police and 
evidence so obtained is admissible when a case is tried. 

Many New Yorkers, including the members of the Bar 

» feel that the police resort to wire-tapping in 
trivial cases that do not justify the violation of privacy and 
- risk ee and they suspect that a aaa amount 

unauthori wire-tapping chines st spring Mr 
O’Dwyer, the Mayor, ett on Chat telephones were being 
tapped by his political enemies. Tbe uproar in New York 
may be one reason why the Attorney-General agreed, last 
year, to delete from a new security Bill the section that 
would have legalised federal wire-tapping and permitted the 
use of information so obtained as evidence. But the promising 
vein struck by Miss Coplon’s counsel is already being 
exploited by po defence lawyers, and, in self-defence, the 
of eo may have to apply once more to 


Congress for reli 


Ape Notes 


The War Assets Administration, which went out of busi- 
of nearly $27 billion 
worth of government-owned surplus property since it began 
operations in 1946. Buildings and equipment valued at 
$10.5 billion were given away to local authorities for use s 
schools, hospitals, and so on. The remaining properties were 
sold for rather less than one-third of their original cost. 


* 


The accident rate this New Year’s Eve is said to have 
Tea cael Ue the oa a aa ee pe ee. 0- te 
service offered by the police in one New J town: the 
members of the force themselves ready, upon request 
and without charge, to drive home from Christmas and 


New Year celebrations any citizen ha felt incapable >f 
taking charge of his car himself. 
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Let us help you determine how to 


SELL THE $ MARKET 


* The huge American industriat market can yield some * 
attractive and dollar-earning orders for British products— 
probably for vour products 

* 


But to sell the American markei you need to know it . 
thoroughly With the help of McGraw-Hill’s industrial 
research organization, you can find ou’ exactly where 

* your most profitable sales potential lies. how to tailor * 
your product to American needs how to plan your sales 

and publicity drive. 


* The Board of Trade 1s ready to make dollars available * 
for a well-conceived research project. Why not utilize 
our nation-wide staff of 400 field investigators and our 

* corps of skilled marke! analysts in New York ? * 


We'll be glad to plan with you a survey fitted to your own 
particular needs Just call HOL 0056 or write 


OVERSEAS BUSINESS SERVICES 


* McGraw-Hill Publishing Company, Ltd. x 
Aldwych House, London, W.C.2. 
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SAVE MONEY FOR YOU 







Accounting Machines. a 
You’re looking at the control 
plate of an’ Underwood. Sund- 
strand Accounting Machine. This 
little device does virtually all the 
“thinking.” The operator simply © - 
inserts forms and enters figures. Simplicity ia 

From there, the Control Plate seatancneteis re an 
takes over and enables the 
machine to complete the work furnished, on either @ proof tape or an 
automatically. You get controlled audit sheet, the instant each posting is 
accuracy, too. Printed evidence completed. May we explain further, with- 
of accuracy is automatically out obligation, in your own office ? 


UNDERWOOD - ELLIOTT FISHER 
!  SUNDSTRAND 
MECHANISED SYSTEMS 
Speed the World’s Business 


UNDERWOOD ELLIOTT FISHER LTD., 18/19 Pall Mall, London, S.W.1. Tels ABSEY 1018 
SALES AND SERVICE EVERYWHERE 











You leave London in the evening on an AoA 
Stratocruiser, world’s largest airliner... dine in comfort 
«+» go downstairs to the lounge for your ‘nightcap’ and 
then turn in. Meals and drinks are ‘on the house’, 
%*& & & You stretch out in your berth, riding smoothly 
above the weather .,. your sleep protected by soundproof 
walls * * You have breakfast in New York .. . rested, 
refreshed, ready for business. Incidentally, only aoa 
offer the services of offices in 77 cities in usa, Canada 
and Mexico. You save over £58 on the special 60-day 
round-trip fare on all trips completed by April goth. The 
fee for your berth is only £8.18.6. See your local travel 
agent or American Overseas Airlines, 35 St James’s Street 
London SW: Telephone: GRosvenor 3955 


f O f American Overseas Airlines + American Airlines 


in air travel to. the U S A 


40123 
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Hongkong Faces the Future 


(By a Correspondent) 


ONGKONG has made phenomenal progress in four 
years since its liberation. Perhaps in some respects 
the Colony is even absolutely better off than before the 
war ; relatively, at any rate, in comparison with the declines 
and hardships in surrounding countries, it is a paradise of 
order, enterprise and prosperity. The extent of this com- 
parative excellence, and its being an all-British “ show,” 
have an effect which should not be underestimated, amidst 
all the difficulties and anxieties besetting the Far East. 


The character and prospects of Hongkong may be stated 
essentially in one word: it is an entrepot. In the geometry 
of world economics, it has position rather than size. In_the 
mechanics of the problem, however, it can figure as a point 
of contact or of leverage- s of this situation are 
as obvious as its potential advantages. The calm and 
optimism which prevail in Hongkong are therefore surprising 
to most visitors from the outside world, especially as they 
may see that this mood is not based on any ignorance or lack 
of realism. 


The main ground of local confidence is the certainty that 
in economic and other practical matters China, whatever its 
politics, cannot do without Hongkong, which must always 
have an important and lucrative position at the gateway to 
that vast country. As far as politics are concerned, long 
experience in the East breeds a healthy scepticism about 
political claims and programmes. What will emerge from 
China’s present revolution is still an open question ; but the 
expectation here is that it is unlikely to be a pure and un- 
modified Communism. 


Strong Military Position 


Meanwhile, the new régime shows many signs of honesty 
and practical ability, and seems able to do infinitely more 
for the development of China than its wretched predecessor. 
Hongkong is very ready to do business with it, to the same 


end of the development of China, in spite of the cynics who . 


doubt whether the new honesty and purposefulness will 
survive. Hongkong has therefore been immune from the 
error of assuming that a Chinese regime which proclaimed 
itself Communist was necessarily, irredeemably, and in all 
respects bad and destructive. The graver danger is, of 
course, the inclusion of China in the armed camp of Soviet 
imperialism, with strategic and organisational control by the 
Russians. Local opinion in rightly inclines to a 
strict political neutrality, and to avoi being involved as 
far as possible. But the Colony is indeed a “ window ” 
of dete) ee og ee a. 


in particular, der, reasonable com- 
promise, and a preference for evolution over ) 
this respect, its position was i in 
latter part of 1949. Substantial and 


It is widely assumed also that America wishes to “draw 
the line somewhere,” and that that line may pass through 
Hongkong. Fortunately, however, the salient fact is that in 
no quarter is there the least sign of aggressiveness or trouble- 
making. At the moment of writing, there is a strike of tram- 
way workers in Hongkong, which may spread to other 
groups who demand increased cost-of-living allowances. 
Nevertheless, it is known that instructions from Peking have 
discouraged adherent trade unionists from enlarging this 
issue. The Colony is entirely free of incidents or abnor- 
malities. Hongkong has been doing a not unsatisfactory 
trade with North China, either in defiance of the partially 
effective blockade by the Nationalists, or by indirect routes. 
It was generally believed until recently that among the 
advocates of early recognition of the new régime by the 
British Government were the major British business interests 
in Hongkong, but the opinion is now gaining ground that 
the latter in fact wished the movement towards recognition 
to be delayed, because of the profitability of present trans- 
actions, in. which the Communist authorities offer. high 
“ emergency ” prices for goods from. Hongkong. If there is 
any “appeasement” going on, it certainly is not one-sided 
at present, and there is every hope that political questions 
may be kept apart from commercial ones. 


Less Dependence on China 

Expectations of a wider trade with China are still con- 
jectural, however, and does not look solely in that 
direction. Indeed, a striking feature of Hongkong’s trade 


i 


imports dropped to 24 per cent 


and 21 per cent res ; the returns for the first 11 


months of 1949 show figure of 22 per cent. China’s 
share in exports from dropped to 22 per cent in 
1947, 18 cent in 1948, and 22 per cent in the first 11 


months of 1949. 


That there is (and always has been) unrecorded trade with 
hina is undoubted, 


often exaggerated in current comment. The most important 


1949, and it is realised that there are many abnormalitics 
in South-East Asian trade relations ; but the increase in 
traffic and contacts with S.E. Asia (with a balance in 
s favour) is a main cause of the a = 

the trade outlook. Ultimate on Chi 
ic Sidiee te pie tee ee 
feeling grown at a pinch, can even 

















Your Board Room or Office is a reflection of 
your efficiency and should be a forceful part 
of the business of selling, whether it be sales 
or services. You will find this efficiency in 
Catesby Office Furnishings and we offer you 
ourfullexperienceand tradition ofservice. We 
invite your enquiries for a single item or com- 
plete new office to our Director of Contracts. 


Your enquiries for floor-coverings, and for any assistance are 


CATESBYS 


: 64/67 TOTTENHAM COURT ROAD 
) LONDON, W.1 


Our only address. Telephone: Museum 7777 


, It’s good style to 


write on %*F 


Whatever your style, 
whatever your pen, you 
will write more easily, ° 
more fluently, on the 
satin-smooth, non-greasy 
surface of Waldorf Club, _ 
the British made quality 
stationery at a popular ~ 
price. Waldorf Club — 
notepaper is made in two 
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h colours, Ivory and 
S Cobalt, and in two sizes 
t with envelopes to match. 
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s - write for samples / 


A full range of Waldorf Club sample sheets will be sent to 
you on receipt of your name and address and 24d. stamp 
to cover part cost of postage, etc. Please write to : Newton 
Mill Ltd., Dept. 20A, 24 New Bond Street, London, W.1 
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DICTAPHONE PRESENTS THE 


TIME-MASTER 


a new conception of dictating machines ! 





New plastic MEMOBELT gives clear, 
uniform recording on smailest-ever machine ! 


THE DICTAPHONE TIME-MASTER, with its plastic MEMOBELT, 
is an entirely new kind of dictating machine. 

So easy to use! Just think out loud — and the 

TIME-MASTER does the rest — lets you take full advan- 
tage of those moments between phone calls, interviews 
and conferences. You instantly record your thoughts 
without calling for secretary and notebook. 
Records on Plastic Memobelt ! The tiny plastic memoBELT 
marks a n:w advance in recording. It records clearly and 
uniformly — carrying on the Dictaphone principle of 
cylindrical recording. This makes possible constant speed, 
constant quality recording and uniform back spacing. 

Each MEMOBELT takes 15 minutes’ dictation. And 
you can post them in a standard envelope — as many as 
10 at a time for 2d. 

Dictaphone Time-Masters are now manufactured 
entirely in England. This means a speeding up in deliveries, 


Only the Time-Master offers all this ! 
1. Streamlined machine, only 4} ins, high, slightly larger 
than a letterhead. 2. Uniformly clear recording and 
reproduction. 3. Uniform back spacing, and rapid place 
finding. 4. Simple, automatic operation. 5. Mailable, 
filable, expendable MEMOBELTS, low-cost plastic medium. 
6. Nation-wide service, Dictaphone dependability. 


Write for TIME-MASTER literature to Dictaphone Co. Lid. 
(Dept. 0), 107 Kingsway, London, W.C.2. 


DICTAPHONE 


Regd, Trade Mark 


ELECTRONIC DICTATING MACHINES 


Branch Ofices: LEEDS NEWCASTLE BIRMINGHAM MANOBESTER 
LIVERPOOL BRISTOL GLASGOW DUBLIN BELFAST 
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Diversification of Trade 

The impression of recent diversifications is intensified by 
the trend of trade relations with other countries also. In 
1947, 1948 and 1949 alike, the United States has furnished 
about 20 per cent of Hongkong’s imports, or double its pre- 
war percentage, while taking about 10 per cent of Hongkong’s 
exports, or the same proportion as before the war. Trade 
with the United Kingdom doubled in 1948 over 1947 ; the 
home country furnished 14 per cent of Hongkong’s imports 
in 1948 and again in 1949 (considerably more than its 
prewar share), but took only 5 per cent of the Colony’s 
exports in 1948, and a little more in 1949, which represents 
the same proportion as before the war. Imports from Japan, 
which were as much as 30 per cent of Hongkong’s total 
imports before the war, are now of course a comparativel 
small item, but have risen from 3 per cent of the Colony’s 
imports in 1947 to 2 per cent in 1948 and 3 per cent in 
1949 ; exports to Japan, negligible before the war (less than 
I per cent) show 3 per cent in 1948 and 1949. Trade with 


Europe shows similarly small proportions, but similar rises. 


More Business with America 


This outline of the distribution of Hongkong’s trade is 
illuminating. The above calculations are all of course in 
Hongkong dollars at current values. The figures given must 
be visualised as percentages of a trade which has greatly 
increased, in money terms: taking the 1938 figure in each 
case as 100, the following are approximately the recent 
figures: 1947 imports were 235 and exports 170; 1948 im- 
ports 335 and exports 226 and in 1949 imports 450 and 
exports 320. Thus, for example, trade with the United 
States, though keeping the same percentage of Hongkong’s 
total trade, increased by 50 per cent in 1949, trade with the 
United Kingdom by 33 per cent, exports to Japan by 45 per 
cent—and so on. There have also been remarkable changes 
in the relative profitability of trading in different groups and 
with different destinations. 

Devaluation should have made little immediate difference 
to Hongkong, where the position was already that of an 
effectively free market, but it led swiftly to price rises on 
the basis of increased replacement costs. Sir Stafford’s 
appointed rate of $2.80 on “ D-Dash Day ” was exactly that 
given in the exchange shops of Hongkong on that date. By 
Christmas the rate had declined in the latter to 2.40. Never- 
theless, to regard Hongkong as a “ sterling leak” is a gross 
oversimplification, which may be unjust and untrue. Official 
returns divide Hongkong’s trading partners into three groups 
— hard,” “ sterling,” and “ other ””—and disclose adverse 
visible balances with each, of fluctuating amounts, but tend- 
ing to be around {£1 million sterling with each group per 
month. But it is impracticable to attempt to estimate even 
roughly how much this is counterbalanced by an amount of 
hard-currency revenue—direct or indirect, visible or invisible 
—which accrues in the process in Hongkong or elsewhere 
in the sterling network. In respect of China alone, the 
number of Us dollars handled is phenomenal. 


Headquarters for the Far East 


In April, 1949, the Hongkong Government placed restric- 
tions on dealings in gold and bullion with the effect of 
diverting traffic in gold to Macao, but these were sub- 
sequently relaxed to some extent. Many rich refugees from 
China have brought with them what may perhaps be called 
“liquidity psychoses ”—the outlook “formed in ‘a land of 
hyper-inflation and chicanery. But that is, of course, far 
from being ‘the whole picture. Hongkong is now the head- 
quarters for all substantial‘and serious Far Eastern interests, 
Chinese and \foreighi: The “Yellow Oxen” (by which 
ancient Chinese term were known the various “ spivvish ” 


purely speculative motives. i general find far less scope in 
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Anglo-Canadian -Food 
Negotiations 
[FROM OUR OTTAWA CORRESPONDENT] 


For ten years Canadian agriculture has flourished on 
government contracts with the United Kingdom. When 
Britain’s wartime supplies from Europe were cut off Canada 
became the nearest source of food and many other sorts of 
necessaries. The Canadian farmer was faced with a challenge 
to produce the things Britain needed, whether they were the 
things he was accustomed to growing or not. He learnt even 
to produce a new kind of bacon to meet the British taste. 
The prairie farmers started keeping pigs as they had never 
done before. The dairy farmers turned out cheese and dried 
milk and eggs in record quantities. Canada did indeed make 
great and successful efforts to meet Britain’s needs, and pay- 
ments difficulties were never allowed to stand in the way. 

Financially the taxpayer carried the chief burden through 
loans and mutual aid. The farmers’ contribution was in 
effort and energy. Farm incomes reached higher levels than 
ever before. Hundreds of farmers cleared off mortgages and 
debts, and many of them now face the postwar world with 
up-to-date equipment, buildings in good repair and more 
prosperous than they ever remember. They have also 
enjoyed high hopes. Again and again their leaders have 
assured them that Britain provided a secure market, and that 
their chance of stability lay in long-term contracts with the 
United Kingdom. These hopes were shaken but not 
destroyed at the end of each postwar year, when the time 
came to renew the food contracts. The 1949 experience has 
virtually killed them. 


Rivalry from Europe 


Two things seem to have ended the ten-year period of 
stability for the farmer—the restoration of European suppliers 
to full production, and the dollar shortage. It is impossible 
to distinguish the effects of these two causes. On the one 
hand it is obvious that, as Denmark and the Netherlands 
and other European countries got back on their feet, they 
would look for a resumption of their prewar market in 
Britain. Even if dollars had rot been involved, Britain could 


This argu- 

t has never been clearly presented to Canada and perhaps 
would not have made much appeal if it had. Nor have 
Britain’s postwar purchases usually been compared with pre- 
war days. By that comparison they compare very well in 
volume—let alone price. But Canadians have tended to com- 


them with the wartime peaks, and of course they have 
fallen below that level. + 


Even the explanation that Britain had no dollars has been 
accepted very slowly, partly because of British policy. In 
the annual negotiations over each of the last three years the 
British representatives started by saying that Britain could 
not afford more than so much. But each time, after a good 
deal of bickering, the British Government—-and responsibility 
is with Ministers rather than civil servants—has finally 
expanded its supposed “ maximum ” figure. When White- 
hall said it had x dollars to spend, Canadians began to think 
this meant oe extra to be got by tough 





a) ial cae cal dal el) cael 





¥ 
“ 


ooo pana ns “ + a a. 


= 
vr 


— 2 & 


ye t+ ww § GD SP ££ FF SO oa BS wo TF hUTOlUM 


sr-l.lUk aS SS Ce le 


es ler ll. 


THE EGONOMIST, January 14, 1950 


C. D. Howe, the Minister of Trade and Commerce, was able 
to go to London and draw forth an extra $20 million to 
buy some embarrassing surpluses which might have meant 
election trouble. 

December, 1949; at last changed all that. The British 
stated their maximum i and to S sur- 
prise they stuck to it very closely. The weeks of negotiation 
produced no more than an agreement to spread the total 
expenditure more widely over some additional commodities. 
There is still time for a weakening, in the bargaining over 
prices and quantities ; but so far the front has been main- 
tained. The British at one time even sprang a surprise by 
suggesting that the time had come to abandon contract buy- 
ing. After a closer look they agreed to contracts for bacon 
and cheese in 1950, but there is still a strong impression that 
these will be the last food contracts between the British and 
Canadian Governments. 

One of the awkward things about the Canadian food 
contracts is that they were based on a calendar year, while 
Britain’s dollar budgeting has to be based on the ECA year 


from June to June. Commitments for the second half of each — 


year have, therefore, meant allocating dollars for a period 
for which there were no firm estimates either of other expen- 
diture or of receipts (whether from ECA or dollar trade). 
The British Government approached the 1950 negotiations 
with a total of about $600 million (US) for purchases in 
Canada for the ECA year 1949-50. Deducting what had 
been spent or committed in 1949, and allowing for metals 
(which are a “ must”) and wheat (which is under contract 
until the end of July and is still needed after that), there was 
nothing left except $25 million (US) for cheese, of which 
the Ministry of Food needs 110 million lb. from North 
America to maintain the ration in 1950. The Canadian price 
is below the American price, though it is still far above New 
Zealand’s or Australia’s ; and Britain would like to take all 
it can get from Canada subject to a fair price settlement. The 
Canadian negotiators tried to persuade the British Govern- 
ment that export sales in the second half of the year would 
be up enough to justify increased expenditures on Canadian 
goods. The British professed to find these estimates on the 
optimistic side and said that anyway they could not make 
commitments on the basis of hypothetical trade returns. 
Eventually the negotiators fixed their attention on wheat, 
and it turned out that Britain had rather higher stocks than 
it needed, having agreed at the Washington talks in Septem- 


ber to take some of the American surplus ly as a sop to 
the farm lobby to permit the use of ECA to. buy Cana- 


dian wheat). Wheat is not an immediate anxiety to Canada. 
Eager buyers are being found for all that is left over and 
Iamniiiee ithe: Rapemnant’ quuranmoes sole "205 

_ guarantees 203 
million bushels. If it has to be invoked Canada can only 
demand the minimum price of $1.50 (US), but present 
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prospects are that the 1950 crop at least will command a 
better price. In these circumstances it was suggested that 
Canada should postpone delivery of 15 million bushels out 
of the 140 million due before the end of July. This was 
rather more than Britain could accept, but it did agree to 
postpone 124 million until the following crop year. This 
left about $25 million (eleven-twelfths out of this ECA year) 
for other commodities. 

The next stage was to reconcile the list of things Britain 
needed badly enough to justify dollar expenditure with the 
list of surpluses Canada needed to get rid of. The com- 
promise list comprised bacon ($174 million), canned salmon 
($5,000,000) and spruce wood ($2,500,000). It excluded eggs, 
newsprint and pitprops, which were all sore points for Canada 
in one way or another. 


The price for cheese has not yet been fixed, but it is 
expected that it will be reduced from 30 to 26 cents a lb. 
A price of 323 cents to the farmer has been fixed by the 
Canadian Government for bacon, but according to the con- 
tract; just signed, it will only get 29 cents from the British 
Government instead of 36 cents, as last year. The contract 
will be for about 60 million lb., and the Government wants 
to collect this as early in the year as possible because it 
intends to open the United States border, which has been 
closed to pork products, at a suitable time later in the year, 
and certainly before the main marketing season in the autumn. 
America already has considerable quantities of pork products 
on hand: indeed, there is a constant threat of bacon being 
declared surplus under the ECA provisions. But with the 
British market unable to take the whole expected surplus 
there is little alternative but to let farmers take their chance 
in the American market. 

This is symptomatic of the reorganisation of Canadian agri- 
culture which may now be inevitable. With the reduction, 
and probable early end, of the British contracts the govern- 
ment has lost what was an automatic floor price. Support 
prices, already announced for bacon, will have to be con- 
sidered for other products, But the ratio of agriculture to 
industry is much higher in Canada than in America, and the 
economy would be overburdened if it tried to carry as large 
a load of farm subsidies. Farmers have a clear warning to 
make their production as flexible as possible. 


Holland’s Defences 


[FROM OUR CORRESPONDENT AT THE HAGUE] 


HOLLAND’s defence expenditure, as a percentage of the 
whole budget, looks impressive. Current expenses for 
defence were calculated at 517 million guilders in the 1949 
budget, and at 601 million (out of a total of 2,681 million) 
in that for 1950. The figures are only meant as an indication 
of the real cost ; supplementary defence estimates for 1949 
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ate being asked for, and the 1950 estimates are being com- 
pletely revised. 


On reading the successive sociinlieheii wiliaiauae ak ake 
last five years on defence, it is impossible to trace a general 
line of policy along which Dutch forces should k 
built up from the near zeto point they were 
the well-fitting part of western Europe’s defence. 
form now, or, at amy rate, in a very short 
The broad line of development m 
mainly serving in Indonesia (a large part of the Dutch 
and, at the point in 84,000 
“ Royal Army”) to a small army in Europe with some anti- 
aircraft guns, some aircraft and large reserves. 


The authorities are as yet ee to give an approximate 
idea of the financial gains and losses tes a 
shifting of the military Speck from Indonesia to 
introducing the 1950 budget cstimates in September, the 
Minister of Finance called “im the 
long run unbearable,” but wisely refrained 
to what extent it should be reduced. hava hedbeane 
cost is caused, indeed, by temporary measures ; demobilisa- 
tion of troops who served in Indonesia costs a lot, and the 
wat ai ee Se ON ee ee 
left Holland practically without good barracks. Part of the 
supplementary estimates for 1949 is intended for building 
camps. 


during postwar 
used for bs and garrison duties, so that Holland was 
practically undefended by its own means. Now that the 
Indonesian question is being settled, a new defence system 
is to be set up, which was mitially thought to consist of an 
army of “a few” divisions with depot and garrison troops 
amg Sener ch Sd 2” aie eae Outer Ae aay, 


and tactical aircraft to ground fi 
somewhat reduced, should its traditional role of eri 


communications. 


Size of the Annual. Draft 


How many men are available for these duties ? Every 
annual class gives a draft of about 40,000 men. There has 
been a pian to increase the draft to 50,000, which should be 
made possible by the increase of the population and, if 
necessary, by a more lenient medical. examination ; but no 
more has been heard about it recently, probably. because 
equipment and arenes wel not available, and Bicensé oo ae 

needs its share generation too 
ied eamnhes af nolial Chiles ie one of which should 
be drafted and trained, six of which should constitute the 
army, six the territorial reserves, and two the depot troops. 


All this is only an “ ideal” picture, however, as the classes 

of 1941 to 1944 have.never been drafted, and will not be. 

Moreover,..the first half of the “r950 class .will not 

be drafted, Siar from 7 fete thousand men "OR sewiG of 

lack of training facilities. Realistic observers ‘are afraid that 

the “ few ” divisions Holland should conttibute to the defence 
"Sow knee arate 


The 85,000 men who served overseas cannot be entir 
integrated into the Dutch military system. The legal 
of service of the returning soldiers has been extended: by the 
government in spite of much popular dissatisfaction. It 
would be Feet cobs Ls ee oe eee. 

ha es ee ae 
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lised soldiers will not be 


More difficult to. understand és the reason why. the demobi- 
be immediately xa vy te 


as reserve 


1 iy owwevérn fat iio thet gle ighting and 
in Indonesia have not made them conversant with 
“American equipment, nor can this lack of training be 
up at the points of concentration in Indonesia where 
ee Once. back m Holland 
will be given new training, but the duration of the 
(once at six, now already at three weeks) 

like the German wartime scheme of train- 
ing barbers’ assistants as engineers in five weeks. 


All the same the Jayman would say the 85,000 men can 
hold a rifle and fire it if necessary. The military pundits 
however, say that, as the ee rie live in scattered 
places, they had better not be up in their old units, 
as this would cause a lot of travelling to and fro at zero hour. 

military districts are being set up now in which al! 
those available will be incorporated regionally ; a beautiful 
idea, but it will not bear fruit before, say, the end of 1951. 
And the layman wonders why. 


it 
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Men Back from Indonesia 


Apart from the * (Dutch) Royal there was a “ Royal 
Indonesian Army ” of 34,000 men in » 40 per cent 
of which was Dutch. Many of the Indonesian soldiers are 
anes anti-Republican-minded. Officers and soldiers o/ 

this army (which fought with the Dutch) have the choice of 
joiming either the RIS forces or of coming to Holland. Part of 
ee eens Senet yee 


Another reinforcement could have come from volunteers. 
fe was fst thought that the six " reserve ” classes after the 
six — _ Svisionally that the consist of“ territoriais,” and 
it was pro the new “ national reserve ” 
could fill the Paige Spm “national reserve,” 


It is abundantly clear that a solid Dutch contribution to 
ee Ee ee eee eee Bote 
the aavlawastineaabe tare ieee 
are insufficient in numbers. hope training 
new annual classes and — = 
lised conscripts. 


View of the Taxpayer 
Dutch compubory service is for 12 months. An 18.months’ 


and, 
taxation, of the necessity for much larger. enough 
barracks, NCOs and equipment for training could be found. 
Even with 20,000 people being drafted every half year, as at 
present, all these are causing trouble... 


The same argument applies, of course, to the re-raining 
of demobilised ex-conscripts ; but there i$ a strong case for 
arguing that on ree ays and not bureaucratic 


red tape, ma’ these aes ereeeres | 
=i ale ores i 


$ views are intportate,”’but should be 
ie hed a reac a a0 
Field-Marshal | in coiteaing sar ngly las 
Se eee refusal to } de him with « 
ground forces ore 1951, did not eit wher he 
saquesd etal for uncles Ge chaaretincs gs 





even if Lord decay tar oniaaeaiatin 

in 
his criticisms, the Dutch can r tmore substantia! 
help than they have so far offered. 
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A Sensible Policy) for 
Process Steam 


BY SPIRAX 


Every year something over 400-million tons of steam is 
generated, used and paid for im this country. The 
business of steam is a major industry. 


Of that total, 130-million tons or so of steam is used 
for industrial processes, other than public services and 
power supply, at a notable cost of more than £90,000,000. 

Are you in charge of an industria! unit which shares in 
this vast quantity of steam? If so, it might seem an 
impertinence to ask what you do with it. Bat it is 
pertinent to ask if you are getting your money’ s-worth. 


eat ey 
can be scale deposited boiler} 
from the water. The modern way 
of avoiding scale formation in 
industrial boilers is by eed 
(adhean’ Salseaghisertiondy ieee of 


CALGON 


@ very ttle Calgon prevents a fet of scale 


ALBRIGHT &2WILSONLTO. - Water Treatment Department 
49 PARK LANE « LONDON - W.1 > Tel: GRO 1311 + Werks: Oldbury and Widnes 





ENGINEERING 


GROUP 





Each of the companies and divisions 
of the Simon Engineering Group 
deals with some specialised branch 
of engineering, and each is among 
the recognised leaders in its own 
field. The Simon reputation for 
doing a first-class job is seventy 
years old ; it is maintained today 
in the design and construction of 
power stations, coal washeries, 
coke ovens, sulphuric acid plants, 
flour mills, granaries, and many 
other kinds of capital equipment 
for industry at home and abroad. 
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THE BUSINESS’ WORLD 





Sterling Area Government 


"| HE affairs of the sterling area bave occupied a con- 
siderable place in the icised sections of the 
agenda for the Colombo Conference. Each delegation has 
its quota of financial experts and although the economic 
discussions have been kept to the so-called “ official 
level,” that level is so high as to imperceptibly into 
the Ministerial on re Colombo Chaberetice i, the 
first full meeting of the Commonwealth family since the 
devaluation of sterling. It will, therefore, have 
ample material for discussion: the more humdrum ques- 
tions of the balance of payments of the sterling area with 
the dollar world, and higher issues of policy which have 
called for a re-examination of all the factors—including 


the machinery—which maintain the cohesion of the © 


sterling area. 


The devaluations of last September and the new status 
of India, Pakistan and Ceylon as completely independent 
raembers of the sterling club have created a new situa- 
tion and new problems. The basic factors that bind the 
sterling area have, indeed, remained unaffected by these 
changes. It is still the force of common interests, con- 
venience and efficiency which provides the cement for 
the structure. The pooling of reserves, the centralisa- 
tion in London of the essential banking operations for 
the whole area, the freedom of payments within it, the 
similarity of exchange control applied by each member 
to all transactions with the non-sterling world—these are 
all issues on which the joint action of the members is 
dictated primarily by regard for their own self-interest, 
and certainly not by dictation of any kind from the centre. 

The events of the past few months and the appearance 
of countries of non-European stock and traditions as 
co-equal members have, however, called into question 
the adequacy of these important but somewhat intangible 
and informal links in the structure of the sterling area. 
The devaluation of sterling was a step which clearly 
affected every member. Yet it was taken by Great 


Britain without specific consultation in advance with the - 


others. ‘Two months before devaluation the Finance 
Ministers of the Commonwealth were assembled in 
London and discussed the agenda for the Washington 
talks then looming ahead. As the Indian Finance Mini- 
ster has since disclosed, devaluation was not on the 


Washington brief as discussed at the July conference. i 


His critical remarks after the September devaluation may 
have been prompted partly. by political: considerations, 
but they carry with them the unmistakable imp‘ication 


that such unilateral accicn by Britain and such complete — 


delegation of authority by the other members of the ster- 
ling area as were symbolised by the devaluation of ster- 
ling would no longer be acceptable. 

* 


It may be asked, therefore, whether the time has not 
arrived to supp'ement and reinforce the ties that. bind 
the sterling area by somewhat’ more formal machinery 


for consultation and for reaching concerted decisions 
than exists at present—whether, in fact, something in the 
form of a written constitution may not be needed to hold 


well to recognise at the outset that some progress has, 
in fact, been made towards the creation of such consulta- 
tive and executive machinery. Still within the quite 
informal and elastic form of the present system, a great 
deal has already been done in this direction. At the 
highest level of policy-making, there are the now regular 
meetings of the Finance Ministers of the Commonwealth 
countries. There have been two such conferences so far, 


the devaluation of sterling. 


* 


These meetings of Commonwealth Finance Ministers 
should, and probably will, become both more frequent 
co ae ee ee It is 
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already exists in London in the form of two committees, 
the Sterling Area Statistical Committee and the Com- 
monwealth Liaison Committee. 


The first was set up on the initiative of the British 
Treasury in 1947 to serve as a forum in which the self- 
governing Dominions might give and seek from one 
another information about balances of payments, the gold 
and dollar reserve and cognate matters of common 
interest to them as members of the sterling area. The 
countries represented other than Great Britain are 
Australia, New Zealand, South Africa, Southern 
Rhodesia, India, Pakistan, Ceylon and Eire. A Canadian 
representative sits on the committee as an observer. The 
chairman and secretariat are provided by the British 
Treasury. The Board of Trade, the Commonwealth 
Relations Office and the Bank of England are also 
represented on the committee. The representation is 
composed entirely of officials. The British officials are of 
“ assistant secretary ” rank, while most of the Dominions 
are represented by members of their respective High 
Commissioners’ offices. The committee meets approxi- 
mately every three weeks, but papers are continuously 
circulated among its members. The discussions at the 
regular meetings are based largely on the Bank of 
England’s regular documentation of the balance of pay- 
ments, showing the position of each member of the ster- 
ling area in relation to the gold and dollar reserve. The 
various members give one another the fullest information 
about their commercial and financial negotiations with 
non-sterling countries. 


This statistical committee was set up to receive and 
impart information, and has no pretence to any policy- 




















It helps both ways 


The Westminster Bank provides a service to both 
exporters and importers that covers all aspects of 
foreign trade. As the volume of post-war exports 
increases, a number of people inevitably enter 
into foreign business for the first time, and it was 
for such people that the Westminster Bank issued 
their booklet on The Foreign Business Service of 
the Westminster Bank. The booklet describes some 
of the problems of overseas trade and gives an 
account of the services that are provided by the 
Bank to meet them. Ask for a copy 


at your local branch 


WESTMINSTER BANK LIMITED 
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making function. The problem of sterling area policy 

is the province of the second body, the Commonwealth 
Liaison Committee. This committee is not a creation of 
the Treasury but of the Cabinet Office. Its chairman 
and secretariat are provided by the Commonwealth Rela- 
tions Office and Cabinet Office respectively. It is con- 

cerned much more with the problems of policy than with 
the collection and imparting of statistical information. 

It does not, however, actually formulate policy ; its job is 
to explain the policy, to attempt to secure approval of 
it by all its members, and to ensure co-ordination of 
their separate policies. Canada is represented on this 
committee as a full member and not as an observer. Eire, 
though represented on the Statistical Committee, is not 
a member of the Liaison Committee. Although the 
latter body was formed soon after the SASC, it was only 
after the meeting of Commonwealth Finance Ministers 
last July that it began to acquire real weight and responsi- 
bility. It remains a clearing house for ideas and sugges- 
tions rather than an executive instrument of policy, but 
discussion of policy by a body of such authority consist- 
ing of representatives who are in constant touch with their 
own governments must have a considerable effect on 
policy decisions when they are taken The functions of 
this committee must not, however, be overrated. It is 
unlikely that any definite policy decision has ever been 
put up to it or been discussed by it. -But as a regular 
meeting. place for financial representatives of the 
Commonwealth, and with its own permanent secretariat, 
it is bound to have an increasing part in the sifting of 
ideas on sterling area policy and, therefore, an increasing 
—though always undefined—influence upon the ultimate 
formulation of that policy. 


Makers of motor cars, paper and cotton goods 
Sellers of carpets, machine tools and chemicals 
Buyers of wool, wines and honey 
All businessmen can learn more about their markets in- 
Australia and New Zealand from the Bank of Australasia, 
Current information is available on products required, 
or goods available for export. Advice can be given on 
opportunities for investment and on all shipping problems 
by the Overseas Department of 


THE BANK OF AUSTRALASIA 
(Incorporated by Raval Charter 1835) 
MANAGER: G. C. COWAN 
Head Office : 4 Threadneedle Street, London, E.C.2 
Strand Branch : 263 Strand, London, W.C.2. (Opposite Australia House) 
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Since so much of the effective policy-making and 
technical execution of policy is done within the Bank of 
England, it is sometimes suggested that that institution 
should in fact be converted into a central bank for 
sterling area as a whole and that its members should 
consequently have some representation on the Court. 
Any such suggestions imply a total misunderstanding of 
the functions of the various central banks within the 
sterling club. Each bank is, of course, responsible for 
Se 
country, though there obviously needs to be some 
harmonising of their respective policies and actions, 
such harmony cannot be sought by trying to achieve 
complete uniformity—of a kind, say, which might be 
attempted if authority were to one central insti- 
tution acting for the whole sterling area. Any such move 
would be completely out of keeping with the essence of 
the political and, therefore, the economic relations 
between the member countries. This, however, is not 
to say that the Bank of England has failed to take account 
of its wider responsibilities as ultimate banker of the 
sterling area. The Old Lady of Threadneedle Street 


. has an astonishing knack of keeping up with the times. 


For some years past—and well before the SASC was 
formed—it had begun to provide some Commonwealth 
representation among its Advisers, the highest executive 
rank after the Executive Directors. The relations 
between the Bank of England and the various central 
banks of the Dominions are friendly and their efficacy 
could not be improved by giving the Dominions a more 
formal representation in the Bank than exists at present. 


A written constitution for the sterling area, or a formal 
delegation of policy-making authority to new committees 


Prices since 


T is full early to attempt to measure the effect of 
devaluation upon the structure of prices and costs in 
the British economy. Last Monday, Sir Stafford Cripps 
claimed, so far as retail prices were concerned, that his 


devaluation eve forecast that prices would not go up by 
more. than a point or so by the end of 1949 had been 
bettered by the actual f Higher prices for 


bread and flour pushed the index up by two points, and 
lower prices for clothing cut it down by two points. But 
this particular forecast mever seemed to contain great 
merit. Over the space of three months or so, price control 
can perhaps be made fairly effective, and*there is now 
perfectly clear evidence that before devaluation the 
Government trading departments were busy laying in 
stores of imports, thus forestalling part of the inevitable 
and eventual rise in import costs which devaluation was 
bound to cause. . 

By the use of a series of methods—ranging from 
control to hortatory appeals to the “ better: instincts ” 
of the business community, designed to show that it 
woe ee ee 
substance to the cons’ ices have in fact been kept 
nothing that has 
happened during the past four months disposes of the 
argument that devaluation must work towards a relative 
increase in sterling prices and a relative fall in 

y stages in working out i 
Wholesale prices of raw materials in the United Kingdom 


F 


attra. Brecon. ioe 
immense dangerous scope for bu 
also a rigidity and formialien wholly out of with 
the political traditions of the Common Any such 


evolution would, moreover, call for the withdrawal of 
Canada from its present constructive collaboration in the 
financial affairs of the sterling Commonwealth. Problems 
of collaboration of the kind revealed by the circumstances 


finance ministers of the Commonwealth and improved 
permanent liaison through the SASC an¢ CLC, are the 
best answers to the problem of maintaining the essential 
community of economic interest and cohesion of policy 
between the various members of the sterling area. 


government or mechanism. The danger is that the 
restrictions which continue to be placed on the freedom 
with which sterling is used in international transactions, 
at a time when world trade is breaking away from the 
abnormal bonds of wartime and immediate postwar 
controls, may encourage the various members of the 
sterling area to cease using London as their banker and 
to create their own direct payments arrangements with 
non-sterling countries. The fear and pusillanimity with 

ich sterling exchange control is still being operated are 
beginning to undermine the cohesion of the sterling area. 
This is a political, far more than a technical, problem. 
It is one of the thousands of issues on which the electorate 
will in effect be called upon to decide next month without 
even realising that they exist. 


Devaluation 


stood at 225 in August (1937=100), compared with 190 
in the United States ; the corresponding index figures 
for November show a rise in sterling prices of raw 
materials to 241 and a slight fall in dollar prices to 189. 
The contrary trend of the two price indices is not con- 
clusive evidence of the impact of devaluation, for both 
are heavily weighted by the prices of domestically pro- 
duced raw materials, on which devaluation has only 4 
remote and indirect effect. 


x 


For, a more direct measure of these effects, the move- 
ment of import prices is undoubtedly a better guide. 
Here the consequences have been immediate and of a 
far more significant order than the movement, such as 
it yet is, of retail prices. The average prices of all imports 
(1947=100) rose from 111 in September to 122 in 
November, the latest month for which figures are avail- 
able. The following table gives the movement of prices 


for the various groups of imports: 
British Import Prices, 1947=100 
Sept. Nov. % Increase 
Food, drink and tobacco 108 117 8-3 
Raw materials, etc. .... 119 127 6-7 
Manufactures .......... 106 124 17-0 
WRN is nck ame sie li 122 10-0 


in alarming, unless 
it be to those who regard stability of all prices for all time 
as a desirable economic aim. They are part of the natural 
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se a ae 
overseas sterling Soocietat 90 pe 
oreo ne ote ae pound. Obviously, 
i lof hee ps nts us 9 8 
encountered. ; pay 


oo ae so - 

est tage inthe drawing together ofthe two great 
pricing systems in world e sterling system and 
the dollar system. The devaluation of the pound to a 
more realistic level compared with the dollar has 
destroyed the illusion, which prevailed up to September 
18th, that dollar goods were unnaturally cheap ; in fact, 
sterling was unnaturally dear. During the first half of 
1949, this disparity between the two price systems was 
still very marked ; the removal of subsidies on raw 
materials in 1948 had ex the major difference in 
the levels of the two sets of prices, and in the recession in 
world prices during the period before devaluation, 
sterling prices did not fall fast enough to close the gap. 


Although devaluation has made a beginning on the 
breaking down of the barriers between these two 
disparate price systems, the actual achievement in this 
direction is easier to sense than to measure. The impact 
has varied considerably on different commodities. Dollar 
prices of all sterling area products fell when the new 
exchange rate was established. But there all similarity 
ends. In the accompanying table, the sterling and dollar 
prices a year ago of six commodities (rubber, cotton, 
copper, lead, zinc and tin) have been equated to 100. 
Several of the dollar prices are now back, more or less, 
to the same level as before devaluation. For example, 
rubber in New York (price index 95 for September, 
1949, compared with 100 in January) fell throughout 
October, but has since recovered almost to the September 
level. The sterling price index has risen from 105 in 
September to 119 for December. Here the effect of 
heavier American purchases, perhaps destined for stock- 
piling, has been particularly marked. Another instance 
of a similar recovery in American prices, coupled with a 
more pronounced rise in sterling prices, is to be found 
incopper. In the United States, copper is quoted at 184 
cents a lb., compared with 17% cents at the beginning 
of September and 16 cents in June. Zinc prices fluc- 
tuated in New York in October, and although by the end 
¥ oi they were again up to the September level, 

meee Ponce Sming, the year ; 
ti during the year for the sterling 
zinc was a mere 13 per cent, whereas in August, before 
devaluation, the fall in price (40 per cent) was closely 


in line with the fall in American zinc. 
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Lead and tin, for differing reasons, Enea serene 
as special cases. Before devaluation, lead was selling for 
1§ cents a Ib. ; then certain countries found it 
profitable to ship supplies to the United States and the 
price fell promptly to 12 cents, where it has since 
remained. This fall in dollar lead has been reflected in 
sterling prices, which at the end of 1949 showed a fall 
of 20 per cent compared with September. Tin is excep- 
tional because private trading in the metal was resumed 

in mid-November. In the past week or two, the market 
a begun to show signs of settling down ; in dollar 
terms, tin prices are about 25 per cent lower than before 
devaluation, and in sterling terms about 5 per cent higher 
(after losing the automatic 30 per cent “ boost ” which 
the Ministry of Supply imparted immediately after 
devaluation). 


American cotton prices fell steadily between May and 
November last year, but were slightly firmer in 
December. Here the effect of devaluation on sterling 
prices has been immediate and lasting ; the Raw Cotton 
Commission’s price up to August was only one or two 
per cent higher than it had been in January, but there 
was a big leap in September (price index 127) and a 
further advance in line with the American recovery to 
close the year. Wheat and maize have followed a similar 
course since September. Surpluses were then the bug- 
bear and prices fell ; they remain enormous, but prices 
have risen, largely, it seems, because American support 
prices for wheat and maize are little below market prices, 
and it is less trouble to farmers to put their crops “ in 
loan” to the Commodity Credit Corporation than take 
the trouble to sell them on the market. 


In all these comparisons it is possible to see two distinct 
factors at work. One is the direct monetary adjustment 
to devaluation. The other is the response of prices, 
particularly doilar prices, to the recovery of economic 
activity in the United States during the later months of 
1949. To this recovery there are two possible excep- 
tions—petroleum and timber—but as a broad statement 
it is valid. But already salutary adjustments in relative 
prices are in train. Egyptian cotton has only risen 
slightly in terms of sterling since September, whereas the 
sterling cost of American cotton has risen by the full 44 
per cent. Argentine maize can be bought for sterling at 
about 5 per cent more than the equivalent American 
price ; a year ago the differential was practically 20 per 
cent. It remains to be seen how this new—and 
healthier—relationship between sterling and dollar prices 
will develop in future. 


This is only an interim account of what has happened 
to prices since last September. Devaluation has not by 


PricE TRENDS OF CERTAIN COMMODITIES 
(Index . Nambers of Monthly Av Averages—Jan., 1949=100) 
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any means produced its full effect on the internal struc- 
ture of costs and prices in Britain, but it has at least 
begun to put international prices into better comparison. 
The big question mark for 1950 is whether world prices 
of many staple products will continue to fall. In recent 
weeks, economic activity in the United States has led to 


an improvement in the prices of basic raw materials. 


Will the current high level of industrial production con- 
tinue throughout 1950 ? One need not, perhaps, con- 
template the possibility of a sharp setback in economic 
activity in the immediate future, but it must be recog- 
nised that present prices of industrial raw materials are 
singularly dependent upon the economic trend in the 
United States. Beyond this, perhaps the most vital 
factor in the commodity markets at present is the exist- 
ence of large surpluses of certain farm products in the 
United States. Stocks of cotton will be sufficient to meet 
a year’s exports ; there will be over 400 million bushels 
of wheat in stock, which is more than the total American 
export for a whole year ; and there is a clear prospect 
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of a glut of maize. The fate of these’ stocks is bound 
up with American price support policy, crop contro! 
and international agreements ; but it is hardly con- 
ceivable that their existence will not exert a depressing 
influence on world prices. That possibility holds out 
some promise of an eventual im in the 
terms of trade between Britain and the dollar world. 
But it does not hold out any promise at all of an imme- 
diate fall in the sterling cost of British imports of food 
and raw materials. The Government negotiators are 
attempting to keep the increases in such costs as low as 
possible—witness their handling of discussions with 
Denmark and Australia. They would have greater 
chance of success but for the awkward fact that the 
readjustment of all soft currencies against the dollar last 
September has, in the case of many products, set a new 
price standard based on the dollar and no longer on soft 
currencies. That is the natural and inevitable conse- 
quence of devaluation—a consequence to which the 
British economy will have to adjust itself in 1950. 


Business Notes 


Business and the Election 


Already before the Prime Minister’s statement, business 
on the Stock Exchange had shrunk before the approaching 
shadow of the general election: Now that the date is known, 
the instinct of investors is to retire into their shells and await 
the decision on February 23rd. A month or so ago there 
was some disposition to assume that if the Labour Party 
were to be defeated, a fairly sharp post-election boom might 
occur. Now there is a disposition to distrust both premises. 
The possibility of a close election is becoming uppermost 
in the City’s calculations. In consequence, the shares of 
companies due for nationalisation if the Government is re- 
turned have turned distinctly dull—steel shares illogically 
so, since a Labour victory would mean payment at the prices 
already determined by statute. Of the potential victims 
in a new programme of nationalisation, Tate and Lyle shares 
have reacted rather sharply, but industrial insurance shares 
and cement issues have not betrayed much concern. 

As the election draws nearer, and the City and business 
community begin to form more definite views about the out- 
come, there may be more significant price movements than 
the small! fractional adjustments which have occurred in the 
gilt-edged market this week. On the one hand, the campaign 
will divert attention from the basic economic and financial 
problems which in normal times are the constant concern of 
the market. But, on the other hand, it will not delude 
many investors into supposing that the result, whatever it 
may be, will bring quick solutions of the country’s economic 
difficulties or quick relief from the particular burdens of 
taxation, controls, and restraints which now rest on the 
business community. It will be time to begin discounting 
the possibility of significant changes in the direction of 
domestic economic policy when the outcome of the election 
is known, for even on the assumption of a change in the 
colour of the Government, the likelihood of rapid and vigo- 
rous reorientation of domestic policy rests on calculations 
of the effect of such changes on the external balance—that 
ultimate and limiting factor in the choice between alterna- 
tive economic policies. | 

The election may also bring problems of its own, if a 
political campaign directed against the City should be ex- 
ploited ‘as i is ! There have already 


been hints of this kind, and it would be an act of sensible 
self-defence if the city institutions were 

such a campaign with 

the British economy. 


to meet 
factual explanation of their role in 





Britain’s Deficit in 1949 


No one is likely ever to accuse the “ austere” Chan- 
cellor of complacency ; but the tone of Sir Stafford Cripps’s 
economic review of 1949, given to a press conference early 
this week, came closer to self-satisfaction than any considered 
Ministerial survey for a long time past. The year’s produc- 
tion achievements, discussed in a subsequent Note, have 
admittedly been distinctly heartening. But nowadays the 
only valid test of the success or failure of Britain’s economic 
effort is the resultant progress, if any, towards narrowing the 
all-important dollar gap. With this overriding objective in 
mind, most well-informed observers will agree that the 
impression conveyed by the Chancellor’s survey, taken as a 
whole, was several shades too cheerful. This bright 
emphasis was, no doubt, partly inadvertent—one reason, 
presumably, why the dollar problem was not spotlighted in 
this particular review was that detailed of the state 
of Britain’s balance of payments with the dollar area are not 
yet available for the full year. 


The Chancellor did, however, give provisional estimates 
of the “overall” balance of payments. Total UK exports 
for 1949 are estimated at £1,785 million, an increase of 
13 per cent by value on the corresponding total for 1948. 
Imports, valued c.if., are estimated at £2,273 million com- 
pared with £2,078 million. After allowing for re-exports of 
£59 million, the visible deficit (again on the c.i.f. import 
valuation) is therefore estimated at £429 miflion, compared 
with £432 million for 1938. As the net balance of invisible 
items is expected to show little variation from last year, the 
“ overall” account is expected to show a deficit of roughly 
the same magnitude as the £110 million estimated for 1948. 
Since there was only a very small deficit in the first half of 
1949, this estimate implies that in the second half of the 
year the annual rate of deficit was around {£200 million—a 
very striking contrast with the surplus, at an annual rate of 
£90 million, estimated for the second half of 1948. Fortu- 
nately, the prospect is probably less sombre than these com- 
parisons suggest, since the depression of exports in the pre- 
devaluation quarter was certainly not made good by the 
covering operations in the quarter immediately following 
devaluation. In other words, the half-year’s 
probably over-weighted by the shunning of sterli s 
before devaluation and insufficiently ket tote 
stimulus which devaluation has given—though the basic level 
has, of course, been lowered by the resultant worseni 
the terms of trade, , ne ee 
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TID 
Britain’s ; ; sha aan 
countries. Both in 1947 and 1948, as well as in the first 
quarter of 1949, Britarn was running a moderate visible 
surplus with these countries, whereas in the second quarter 
of 1949 there was a visible deficit at a monthly average rate 
of £7.3 million, and this widened to no less than £13.1 
million.a month in the third quarter. Sir Stafford regards 
these figures.as proof that Britain’s policy of “ liberalising ” 
imports from OEEC countries has been more generous 
than their. reciprocal policies.. However that may be, 
there is reason to believe that this particular disequilibrium 
has been substantially diminished since the devaluation. 
As for dollar trade, Britain’s exports to North America 
in October-November. showed a large recovery, in terms 
of sterling, from the low point reached in the third quarter 
of the year; but in terms of dollar values their annual 
rate in these two months showed a further decline of 7 per 
cent, to a level no less than 22 per cent below that reached 
in the first quarter of the year. 


x x & 


Disinflation Sustained ? 


Instead of deploring the relapse of the “overall” 
balance of payments into deficit, the Chancellor put his main 
emphasis upon the resultant addition to supplies of goods 
available for use at home. In his survey of the domestic 
scene, he pointed out that since the expansion in exports 
was balanced over the full year by a rise in imports, the esti- 
mated increase of about 4 per cent in the national income was 
wholly available for apportionment between government 
expenditure, personal consumption and investment at home. 
On the basis of experience during the first three quarters of 
the year, public spending is estimated to have risen by about 
3 per cent, but in view of the rise in prices, the increase in 
real consumption is assumed to have been smaller than this. 
It is suggested, however, that “consumer satisfaction” was 
greater in 1948, because the Pai ON was wider. 
Much more questionable is the lor’s proposition 
that, because the increased spending was directed towards 
necessaries, it must have been merely a consequence of the 
increased flow of goods and did not, therefore, obstruct. the 
dollar drive. ot on these lines might conceivably be 
tenable if the objective were merely to prevent a fall in the 
volume of exports or any widening in the “ overall ” deficit. 
As it is, this line of oach is merely a corollary of the 
underlying policy which, for fear of creating a little transi- 
tional unemployment, shuns all measures which might pro- 
duce that flexibility in the national economy which is indis- 
pensable if the nation’s effort is to be properly mobilised in 
the drive for self-sufficiency. 

Significantly, the Chancellor’s reaffirmation of the 
“ absolute need” to maintain a disinflationary condition was 
qualified by the words “without plunging into deflation ' 
and by the ocnig st nti ee ep bua a alte 
while maintaining employment.” It is almost axiomatic 
that disinflation thus defined is bound to be insufficient to 
enable Britain to develop its maximum “ dollar-exporting ” 
potential, The Chancellor for his part is not yet certain 
whether the cuts announced in tr will be sufficient to 
ensure this kind of disinflation but, equally, he sees no signs 
yet “in the contrary direction.” Since he also sees no like- 
lihood of any reduction in the rate of net withdrawals from 
small sayings, this opinion looks a shade optimistic. _ Simi- 
larly, he finds nothing in the budget figures for the first nine 
months of the year to suggest that the above-line budget 
surplus for the year. (after allowing for supplementary esti- 
mates. of Sovak 


\diture) will not be realised. This assertion 
was supported by figures showing that, if the budget fore- 
cast is to be ed, revenue in the current quarter needs 


to exceed expenditure by £482 million, whereas in the similar 
quarter of 1948-49 ‘the ‘excess was’ £570 million. As the 


95 


Chancellor admitted—and as The Economist pointed out 
last week—it is too soon to make firm deductions from the 
figures ; but it is a pity that he quoted them in this form, 
without pointing out that the final quarter of the last fiscal 
year benefited from some very large non-recurring receipts. 


The Chancellor remarked that his view of the budget 
would not have been materially different even if it had 
embraced “ below-line” as well as “ above-line ” expendi- 
ture—provided, however, that borrowings by local authori- 
ties from the Public Works Loan Board cease to rise at their 
recent rate. From the point of view of disinflation, this par- 
ticular deterioration in the Exchequer position is not, of 
course, of immediate significance. If the local authorities are 
merely borrowing in anticipation of expenditure subject to 
physical controls which are strictly enforced, the Treasury’s 
excess lendings merely provide indirect support for the gilt- 
edged market. When asked whether the proper way of 
checking these borrowings was to raise the rates of interest 
charged by the PWLB, Sir Stafford replied that “to make 
any real difference” the rate would have to be raised by one 
per cent or more, and that such a rise would cause a sharp 
rise in rents which the Government would not countenance. 
There was no question, therefore, of any increase in PWLB 
rates, nor would the Chancellor consider using the rate of 
interest as a means of checking the deterioration in National 
Savings—on the argument that those who save through the 
National Savings movement are not influenced by the return 
which is offered for their money. 


Industry 


The Production Record 


The Chancellor started his review with an exposition of 
the trend in home production, and it was understandable 
that he should do so: “Upon that,” as he observed, “ is 
based the possibility of our progress.” Further, if the 
achievement of the British economy in the past four years is 
considered in quantitative terms of physical output, it is 
solid and impressive. Failure has been in other directions— 
in costs, in flexibility, and in applying the fruits of the physical 
effort to the special task that faced Britain in world trade. 
In dealing with the physical achievement, the Chancellor was 
on good ground. 

The interim index of industrial production (1946 = 100) 
stood at 128 in November; then, and in each of the first three 
quarters of 1949, it showed an improvement of eight points 
(or about 7 per cent) over the corresponding period of 1948. 
Thus the impetus gained in 1948 has not been lost, and the 
tate of increase of the total industrial product promises that 
the five-year objective laid down in 1947 will be reached in 
a much shorter time: 

When the long-term programme was drawn up the expec- 
tation was that manufacturing output would increase by a 
quarter in the five years from 1947. Most of that increase— 
20 per cent out of the 25 per cent—has in fact been already 
achieved in two years. 

As the stately succession of quantitative achievements was 
unrolled by the Chancellor, it became necessary to remind 
oneself that the bases of comparison were not always strictly 
homogeneous, and to bear in mind the possibility that they 
might, as selected, tend to put the most cheerful face on each 
separate matter. Thus, “Coal showed an output per man- 
shift rising above the last prewar year—an achievement not 
yet paralleled elsewhere in Europe.” No doubt it is a for- 
tunate thing that the British coalmines, which were spared 
direct devastation from war, have not fallen further behind 
the standards of the better European coalfields than they 
already. were in 1939. Even so, is output per manshift the 
decisive unit of comparison? Ought it not, perhaps, to be 
output per man-year—and if that basis is chosen, are the 
British coalfields in advance of their own 1939 standard, or 
not? In vehicle output, the rise in the index last year was 
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industries compare with productivi costs in I 
Alternatively, how do they puaaain oe same poe 
the United States, with which they might, one day, have 
compete? 

The increase in livestock population over 1948 seems to 
have been impressive ; “ nearly half a million more pigs, over 
a third of a million more cattle, and over a million more sheep 
and lambs, than a year earlier.” Livestock multiplying itself 


is remembered how greatly the livestock population had been 
depleted. How would these figures look in comparison with 
prewar, or what would, in this case, be the relative rate of 
recovery as compared with France or Germany? 
Qualifications of this kind need, however, be uttered only 
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more than their due weight of glory; there were moments 
on Monday when it seemed that this might be happening. 
It would be misguided to dispute that the progress made by 
the British economy in the last two years, in terms of physical 
effort and output, has been massive. And if it is true that 
someone is making (as the Chancellor seemed to suppose) 
“the ridiculous suggestion that our people are not working,” 
there is no lack of evidence in disproof. 


* x * 


Supply and Demand in Steel 

British steel ue en in — ie ~ 
Christmas holiday, was hi to e total for 
the year to 15,552,900 tons. Since oe heie Economic 
Survey estimated at between 154 and 153 million tons the 
maximum output which the industry could achieve “in the 
most favourable circumstances,” the industry has the satis- 
faction of having for the third year in succession once more 
exceeded the official target. Interest begins to centre on the 
future balance of supply and demand ; how much longer 
will it be possible to consider steel, even in theory, as a 
scarce commodity ? 

In the estimate of the Iron and Steel Federation, as the 
accompanying table shows, stocks have increased by somte 
1,200,000 tons in the past two years. oe are now ly 
abnormally high ; 1,400,000 tons are held by steel 
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tons consumers, oe of perhaps 
,760,000 tons. The federation is definite in its opinion 
Beitish ies have in general caught up with, “ if 


tion i 
other features—which make strange reading after a history o{ 
point the same 
‘ tes made it necessary 
to close down the orn e milf'at Port Talbot. For the 
same reason it was to amend the development projec: 
of the Consett Iron Company, which considers it unwise 
to concentrate on plate production to the extent that had 
been intended. This company, while it is still improving 
its plate rolling plant, is now to instal a continuous billet 
mill to supply billets to its rolling mills at Jarrow. Efforts 
have been made to overcome the shortage of. sheets ; Ebbw 
Vale and Shotton have increased their output, and the rate 
of supply of sheets is now claimed to be 25 per cent higher 
than in the first half of 1949. But imports from the United 
States will continue to be necessary until the Margam strip 
rolling mill comes into operation in 1951 ; when that happens, 
sheet supplies will be transformed. 


* * 
Allocation and Exports 


_ Already, however, it begins to look improbable that the 
detailed ial control of steel distribution can be main- 
tained much longer, whatever the complexion of the Govern- 
ment after February 23rd. For some time the federation 
has been pressing its case against the allocation of specific 
oe eee since the war ended, deh not 

wi pretence to accuracy, and could not be 
made on any rational basis.” The present form of contro! 
was perhaps suited to a state of general shortage’of steel: 

It loses its justification, however, as soon as the shortage, 

by and large, is overcome and the problem is that of deter- 

mining the strength of demand for this as compared with 
that finished product. 
Clearly the present piling-up of stocks si ts this 
argument ; so does the experience of inact Eeimisg 
firms, which find themselves able to get more steel than their 
allocation, and this in spite of the general inflation of steel 
“paper”. The future course of the steel expansion will 
be watched primarily for its contributions to quality and 
variety of finished ae and ae Sy oer on costs. Technical 
improvement is pensable i cost-raising tendencies 
wii: are 40M at Weals inh "Spedtinlcingy quatetidle ane to be 
outweighed. 7 | ) 
_ Some information is given about the movement of costs 
since the devaluation of sterling, Contracts for iron ore 
ate now being negotiated at about $s. a ton above the 
| ich ruled in 1949. The scrap now coming from 
mnt coating. at. Od. 8. tame eoey Hae, a ber. 
f fuel oil to steelmakers (who, as users, 
has risen by 
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the expansion p: goes on, the British steel industry 
will continue to able to sell the whole of its product. 
For the present (and with the over American com- 


petitors which devaluation conferred) itish steel prices are 
relatively low in the world market. This is one reason— 
and there are other technical considerations to reinforce it— 
why the industry, while it accepts the Geneva forecast of 


an unmarketable European surplus, is reasonably hopeful 
about its own immediate export prospects. 


* * * 


Development Councils in Suspense 


The question whether dev t councils are to be 
imposed on unwilling industries is one of the issues which 
will not now be decisively settled until after the election. The 
Commons debate on the draft order for a wool textile develop- 
ment council was early in December, when the 
industry made known its intention of taking action to test the 
legality of the Government’s proceedings. When the debate 
takes place it will be in a new House of Commons. 


For the clothing industry, however, a development 
council had already been given Parliamentary approval 
(though after a ioe debate) and the Government was 
already committed. The membership of the council was 
announced last week by the Board of Trade. The choice of 
the chairman (Capt. J. Fox-Williams, who is a managing 
director of a firm which manufactures architectural metal- 
work) presumably expresses a desire to find a person inde- 
pendent of the trade, but who has business experience and 
believes in the usefulness of the council: Capt. Fox-Williams 
was a member of the working party on light clothing which 
in 1947 supported the idea of a joint council “on a federal 
basis ” for the light and heavy clothing industries. 


The other appointments follow a pattern which has come 
to be expected. Mr Edgar Lawley, an Lease OREM, 
Group Limited, is one independent member ; the other is 
Mr R. E. Yeabsley, the chartered accountant. ‘Three manu- 
facturers from the heavy clothing section and two from the 
hehe clothing section, together with the group manager of 

the Co-operative Wholesale Society clothing factories, make 
up the six employers’ members. Six trade unionists repre- 
sent the workers’ side. A third independent, and a member 
“having special knowledge of distribution of the products 
of the industry,” are still to be appointed. 

The new development council could now settle down to 
its work if a general election were not imminent, if legal action 
had not been instituted on behalf of the employers against the 
Board of Trade, and if the trade in general were prepared to 
accept its new enenes In oe connection the 9 

rt for 1949 of the garment manufacturers’ section ©: 
pleasheette Chamber of Commerce is relevant ; it records 
that the section, and the joint committee of the clothing trade 
on which it is represénted, have not merely opposed the 
setting up of a statutory body, but have “ refused to take any 
part in its establishment or work should it be set up.” 

These are not a pegesiout circumstances for the birth of 
an institution. The Clothing Industry Development Council 
seems likely to need the wishes which Dame Anne 
Loughlin, the most distinguished of its trade union members, 
expresses in the January issue of The Garment Worker. 
The National Union of Tailors and Garment Workers 
(Dame Anne writes) supported the development council 
idea in the days of the working parties, and ° “we have 
received no evidence to justify changing our view.” 


* r n 


Manchester on Restraints: of Trade 


This time of year sees a series of annual meetings of 
sections of the Manchester Chamber of Commerce, and is 
therefore fertile in expressions of on the 


‘Manchester opinion 
state of trade. er 
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selling pom in: 1949 aire re seth a Sion 
to ex ‘The section had ts to 
in the Canadian trade ; ‘it was felt at one time that the 
Daatee of 80 million square yards of piece goods exports 
might be attainable, and the fact that ier ten months of the 
year only a quarter of this figure had-been reached gave 
real disappointment and concern.” The chairman said that 
British Speers were fully aware of the urgency of selling 
to Canada, but some of them questioned whether Canadian 
buyers had an equal appreciation of the importance of buying 
from Britain. 

The Latin America and West Indies section is much con- 
cerned with the persistence of import licensing, which (it 
complains) distorts trade and is “ so subject to the pressure 
for protection from local manufacturers.” Trade to Argen- 
tina suffered from the indecision which preceded last year’s 
trade agreement and the curious Argentinian manceuvres 
which followed it—culminating in the announcement in the 
autumn of eight different exchange rates for the peso. Even 
now, the first batch of permits covers only 10 to 20 per cent 
of the amount earmarked for consumer goods in the 
pee 

The India section‘had trouble with the increasingly severe 
import licensing measures in India and Pakistan, and with a 
new Ceylonese policy designed to put the import trade into the 
hands of Ceylonese traders. The Burma trade suffered from 
the condition of Burma, but if this is unavoidable the diffi- 
culties created by the short period of validation of Burmese 
import licences are not. Further, trafficking in impor 
licences in Burma seems to have reached serious dimensions: 

It is believed that the resale value of licences for cotton 

piece goods reached a very substantial figure, which had a 

most unfortunate effect of increasing unnecessarily the cost 

of cotton piece goods to a level far beyond what it need be 
and so tending to place United Kingdom goods beyond the 
reach of the poorer classes. 
This report acknowledged that the government at Rangoon 
is trying to stop the traffic. 


* "af * 
Japanese Competition 
Expressions of dislike of restraints of trade should not, 
however, be taken to signify that the Manchester exporters 
are ee the —. of Japanese competition with cheerful 
China and. Far East section of the Man- 
chester Ci Chamber of Commerce expresses the hope that the 
Anglo-American cotton trade mission to Japan will 
to produce a long-term policy: 
for there is yet no sign of a true realisation in official circles 


of the fundamental dangers in the present redevelopment 
of the Japanese cotton textile industry. 


Among the recent “ far-reaching developments ” on this front 
which are causing concern, the first was the decision by th: 
American command in Japan (SCAP) to abolish the “ floor 
prices ” for Japanese exports other than silk. This, coupled 
with the complete return of the Japanese export trade to 
private hands—and indeed to the hands. of the same big com- 
bines which took so much trade away from Lancashire before 
the war—makes the British exporter feel that “a most serious 
form of competition is only a matter of time.” 


The second development is the trade agreement which pro- 
vides for an increase of 100 per cent in the volume of trade 
between the sterling area and Japan. The increase for 
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It ought, perhaps, to be said in defefice of these heretical 
administrators that they have a duty to watch the interests 
of the colonial inhabitants, who (there can be little doubt) 
like to get their textiles cheap. And have a further, and 
urgent, duty to ensure that textile ies, which act as an 
incentive to colonial production, are prompt and sufficient. 
One complaint made by the Africa section is against the 
Japanese. prices: “‘ With the removal of price control it is 
now possible for Japan to soppy grey cloth at a price almost 
equal to the present cost of yarn on the loom.” But a 
second complaint is that the Japanese are beating Lancashire 
on delivery times: 
It is indicated that Japan will produce printer cloth to 
customer’s own specification, engrave new rollers to 
customer’s own design and deliver the finished article in 
about six months. Printer cloth of UK manufacture is quoted 
at three to four months’ delivery, plus a further six to nine 
months for processing of ordinary types, and twelve months 
for such lines as 48-inch wax prints. 
This, though it is intended as a complaint, would be taken bh 
many people as a damaging admission. The Africa section 
goes on to suggest a revision of the Congo Basin treaties, 
which restrict the possibilities of discriminatory tariffs over 
a wide area of Africa. But so long as delivery dates for 
British goods continue to be remote, are not suggestions of 
this sort a waste of time? 


* *& * 


Extending the Vauxhall Works 

The big new machine shop which is taking shape on 
ground adjoining the Vauxhall motor works at Luton is more 
than a simple extension ; it is intended to make possible the 
remodelling of the entire plant. Recent statements by the 
company have shown its awareness of the need for such a 
remodelling. The directors’ annual report for 1948 reported 
an increase of 21 per cent in output as compared with 1947, 
but complained of the difficulties of making progress with 
“the replacement of obsolete and worn-out equipment by 
more modern and efficient plant.” What was envisaged (as 
a statement by the chairman and the managing director 
showed at the same time) was “ a tremendous job of modern- 
isation of our methods, our machinery, and of our equipment 
generally,” Since (as they said) “there is little more that 
can be gained by exhortation or by asking people to work 
harder,” better equipment and better methods were the only 
way of achieving a major reduction in costs—a need which 
this management, at least, has very much in mind. 

The existing floor space is, however, being fully used, 
and there cam hardly be any question of stopping produc- 
tion while a major reorganisation is carried out. A 
new building is necessary to give room for manceuvre. 
The machine shop now being built will provide 750,000 
square feet of new floor space; the engine and gear- 
box sections will be moved into it, and the remaining sections 
of the works will then be reorganised one by one. Some 


the City last year in 4 per cent.Notes, and a further 


£1,§00,000 as a revolving credit ; a large part of the expendi- 
ture is to be fn the spent Gin eae 
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The building may be ready for occupation by September 
this year, but is unlikely to be in full production until the 
autumn of 1952. No estimate has been given of the effect 
on the total capacity of the works. Output of Vauxhall and 
Bedford vehicles last year was $4,176 units, of which 34,100 
cars and 23,800 trucks and vans were exported. This in- 
crease of 9,600 units over the 1948 output, without any 
change in the number of workers engaged, is impressive. 
The next step will be to bring about, by means of the tech- 
nical improvements which are planned, a further substantial 
increase in output while keeping the labour force still at 
roughly its present numbers. 


* * x 


Electric Lamp Agreement 


The two biggest independent producers in the electric 
lamp industry—that is, firms which are not members of the 
Electric Lamp Manufacturers’ Association—signed an agree- 
ment last Friday which opens up the prospect of pooling 
their already considerable productive resources. They are 
Thorn Electrical Industries and Ekco-Ensign Electrical, the 
lamp-making subsidiary of E. K. Cole Ltd. The firms intend 
to continue to compete for orders, but those orders may be 
carried out in whichever factory of either partner can most 
conveniently handle them. Such an arrangement is expected 
to increase efficiency and reduce costs. Should this happen, 
it will be of particular interest if the prices charged by these 
two firms, which together account for a little under 30 per 
cent of the industry’s total output of lamps, should be reduced 
below those charged by members of the Association who 
produce 60 per cent of all lamps. The prices of all the big 
producers are now roughly the same and are lower than they 
were before the war. 


The agreement has an important bearing on the production 
of fluorescent tubes. Early in 1948, Thorn Electrical Indus- 
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tries arranged a connection with Sylvania Electrical Products 
coe ae de eens oa mee 
The Treasury allowed the company. $1,000,000 for expenses 
conneced with the agreement, incuding plant for 4 ube 
making process developed by Sylvania. 
being sated ‘ay Sieeste Mlinailanl tee taeabensaeuiannen of 
tluorescent tubes of high and uniform quality at reduced cost. 
The process is one of the few by which it is possible to 
mass-produce the tubes, and is believed to be the most 
advanced in use in this country. These facilities now 
become available to Ekco-Ensign. 


* * * 


Ruhr Steel Brings Out Its Reserves 


A spectacular rise in the shares of the leading German 
steel combines has taken place in the last few months, 
followed, as the accompanying graph shows, by a slight 
recession after profit-taking at the end of the year. 

The development is of some interest outside Germany. 
The revaluation of shares reflects a complete change in the 
financial policy followed by the German steel companies 
since the end of the first world war. For various reasons, 
including fear of socialism and the Allies, the policy of 
paying out profits in high dividends was at that time 
abandoned. Instead, hidden as well as open reserves were 
built up by writing down fixed assets to their scrap value. 
The dividend stop later imposed by Hitler accorded with this 
policy, which was based, as far as the companies’ directors 
were concerned, on a typically German concentration on 
building up the strength of the business. Finally, with 
increased world prices, the discrepancy between the book 
and actual values of plant widened to extraordinary pro- 
portions. 


The steel companies have now an opportunity of bringing 
the true values of their enterprises to the light of day ; they 
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THE RISE IN SHARE QUOTATIONS OF THE LEADING 
GERMAN STEEL COMPANIES 


D Marrs 





In reversing their financial policy, the steel companies are 
grooming themselves to attract fresh capital, foreign and 
domestic. It would be a mistake to assume that as a result 
of these accounting changes they have suddenly manufac- 
tured vast reserves of investment capital. The need for 


fresh money, to the extent of some £166 million, remains 
unchanged. 


Finance and Banking 


Transferable Sterling 


At his press conference this week the Chancellor of the 
Exchequer was asked whether any further agreements had 
been made between the transferable account countries similar 
to those with Egypt, Czechoslovakia and Spain. These 
restrict the use of transferable sterling to payments for imports 
from other countries in the transferable account group and 
prevent all use of such sterling for triangular transactions 
involving trade with countries (and particularly dollar 
countries) which are outside the group. Choosing his words 
very carefully, the Chancellor said that no other “ agreements” 
of this kind had been made but that “ arrangements ” had 
been made restricting the use of transferable accounts to 
direct commercial operations. 


The distinction between “ agreement ” and “ arrangement” 
is probably significait. The agreements made with countries 
such as Egypt are between governments, have to be notified to 
the United Nations, and are open to the scrutiny of the whole 
world. In certain cases the formality of such agreements is 
probably an essential condition of their observance. In other 
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transferab!e account system and.a withdrawal by Britain into 
strict bilateralism in all its payments: arrangements with non- 
sterling. countries. 
This is 0 harsh a verdict to pass on the latest develop 
ment in British exchange contre! policy. Adénittedly, the 
virco OS re ieee bene en 
transactions goes some way to demolish the pretensions of 
sterling to be a truly international currency, even within 
a limited rc ram of countries. But es truly 
een them without prior authorisation from 

pgp ae ne ate reget aon operations, and 
this should cover by far the greater part of Gass need for 
sterling. The Bank of England, moreover, will readily grant 
permission for third-party transfers of a genuine commercial 


control, 
plained and excused in terms of the defence of the gold 
reserve and as an attempt to defeat the market in cheap 
sterling, must be counted as a retreat from the goal of 
convertibility. © 


* a * 


Bank Profits—and Gilt-edged Losses . 


The profits statements of the big banks are always 
inscrutable, but rarely have they seemed so unrevealing as 
those issued for 1949. No one would guess, merely from 
examination of the statements, that this has been a year in 
which the banks, like all other big institutional investors, have 
had to provide large sums for depreciation of investments— 
depreciation which must have amounted to a multiple of the 
sums now announced as net profits. The statements of all 
seven of the largest banks are now available, and four of 
them actually ‘abe small increases in profits—ranging from 
0.8 per cent for Martins to 2 per cent or a shade more. for 
Lloyds, Midland and Westminster.. The declines amount to 
I per cent or less, except for the District Bank, whose larger 
movement (a fall of 3.9 per cent) is apparently due to the fact 
that this year the transfer to fund is made before, 
instead of after, striking the published profit. For the seven 
banks the aggregate profit is £9,685,702, compared with 


Bark 1 PRovirs, 1946-49 
Bank and Dividend = 1946 © | 1947 


| 1948 | 1949 | aes 


f £ 
Last 206 1,879,943 | 1,866,279 
1,635 612 1,674,329 | 1,709,276 


Barclay (14%) -...n0++s»- 1,676,405 
Llovds (12%) eae om 8 abe 
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* * After providisg an 1 undisclosed contribution to pension fend. 


£9:639:871, an increase of 0.§ percent. Needless to say, 

‘ore, the depreciation on investments has been absorbed 
wiht any draft either upon oe reserves or upon 
the aggregate undistributed (pu ) profits available after 
paying the usual dividends, a ee 
in the sen by which published profits are defined 





the discerning observer there is just one pointer to what has - 
behind 


been happening the scenes: a quite unusuall 
proportion of the disclosed undistributed profits ae e 
ee nen Barclays has. transferred no less 
£700,000 to its contingency account, the National 
Proviitll aad Westminster have each provided £600,000, 
the Midland’ {500,000 and Lloyds £200,000. 
be gikedged mush, uch secunig tis afr mos 
accounting as @ most 
heartening demonstration of the impressive extent of the 
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inner reserves which the banks have accumulated in the past. 
ih if ever there was an occasion for departing to some extent 
aa conventions and for telling the public more of the 
facts, it was surely this year, on the eve of an 


sledeiancee campaign in which there is almost bound to be a 


revival of the irresponsible charges that City: “ conspiracies ” 
explain the recent collapse in gilt-edged. The public might 
have been told that the banks have suffered heavily from the 
fall in the market, that they have safely absorbed the book 
losses because conservative financial policy had enabled them 
to accumulate very large inner reserves against precisely such 
contingencies as this, but that these reserves are by no means 
inexhaustible and that present taxation policy makes their 

t much more difficult than formerly. No true 
impression of how the banks have fared in the past year 
can be gained without taking account of this overshadowing 
factor of investment depreciation. Apart from this, however, 
it has certainly been another good year—one of comfortably 
rising gross current profits, and doubtless also of rising net 
profits after making all necessary provisions apart from the 
provision for investments. 


* x * 


Egypt, Israel and the Balances 


At his press conference this week Sir Stafford Cripps 
again made it clear that the Government’s overdue policy of 
tightening up on releases from the blocked sterling balances 
was not to be implemented by any general convention with 
Britain’s major creditors, but was to be applied during the 
course of the ordinary annual discussions with each separate 
creditor instead. The first of these annual discussions—with 
Egypt in Cairo—has now started ; the second—with Israel in 
London—is due to start on January 25th. 


Egyptian holdings of sterling at present amount to over 
£300 million—the residue of the bill paid by Britain for the 
privilege of saving Cairo from Axis occupation between 1940 
and 1943. From these balances Egypt was allowed to draw 
up to £30 million last your, of which {5,000,000 was con- 
vertible into dollars and another {5,000,000 into (partially 
dollar-financed) oil. The negotiations are going to be com- 
plicated this year by the fact that the Egyptian delegates are 
apparently coming to the talks with a whole series of ambi- 
tious ‘ ae proposals” which they wish to place 
on the agenda oo are reported, first, to be reviving their 
claim to a share of the sterling area dollar pool. Egypt has 
laid claims to this ever since it left the sterling area two 
and a half years ago; as the country seems to have been 
a net drawer upon, of a net contributor to, the 
hard currency pool during its period of full sterling area 
membership, the basis for this claim is hard to under- 
stand. Secondly, it is reported to be asking for freedom 
to use sterling for payments to bilateral account countries 
(especially Belgium) and for “ indirect” transactions within 
the erable account group—this, of course, was formerly 
permissible. Since the British Treasury—as another Note 
this week explains—has only recently completed its ——. 
ments for stopping this use of transferable sterling by other 
countries, it is likely to remain obdurate on this point. Finally, 
Egypt is also reported to be asking for a gold eee on its 
sterling balances—retroactive to last: September. view 
of the fearsome precedent such a guarantee a create, 
this request must obviously be refused as well. When all 
these sallies from the representatives of the new Egyptian 
Government have been beaten off, the British negotiators will 
have to get down to their main task of screwing down 
sterling releases this year below the over-generous figure 
agreed upon last time. 

* 


Israel’s sterling balances are at present believed to be rather 


less than £30 million after allowing for the release of nearly 
October—there have. 
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few years but which is likely, even so, to run a substantial 
deficit with the sterling area in® years of normal trade. | 


* * * 


More Life Assurance Results 


Returns for new life assurance business in 1949 haye 
been published by a further twelve offices since The 
Economist of last. week went to an. These figures, which 
likewise are not strictly comparable guides to the volume of 
business transacted by each separate company, confirm the 
impression noted last week that new life assurance business 
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£ Million 

Office | 1938 | 1947 | 1948 1949 
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Crane: so iss ics aby a ee es 0-7 2-0 1-6 1-8 
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was running at an even higher level in 1949 than. in 1947 
and. 1948. The figures for the 55 offices whose returns are 
now available show that {496.7 million of new business was 
written in 1949, compared with {476.1 million in 1948 
and {471.6 million. in 1947... The accompanying table 
includes the figures for life business written by the 
Insurance Company ; in last week’s issue this office’s 
for. 1947 was incorrectly given as {9,000,000 4 
£8,000,000. | 
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Free Gold Prices . 


During the last few months a certain amount of atten- 
tion has been attracted to the fall in the price of gold on the 
numerous free and quasi-free markets now operating under 

dieions of lifficulty and’shaeply fuctuatin i 

The price of “free” gold 
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however, to try to set too much 
on these markets. price of 
in New York is to some extent a 


It would be a mistake, 
by the experience. 
on the 


revived by his observation at, last week's press conference 
that the sub-committee set up during the tripartite talks to 
consider this question was still sitting... Prices on the 
mumerous free markets in the Near, Middle and. Far East, 
i by ordinary forces of 
which.in recent months 
are well illustrated in the annual bullion reviews. recently 
Messrs. Mocatta and Goldsmid and Messrs S. j. 
.. The Oriental markets, which boom only in 
times of scarcity, have lately been fed by premium sales of 
from South Africa and by disbursement .of hoards from 
ina (where fear of expropriation by, the Communists has 
been apparent). Att the same time, the demand. for hoarding 
purposes from within India and Pakistan (which are both 
suffering from foreign exchange difficulties) has largely dried 
up. In these circumstances, the natural forces of supply and 
demand have inevitably driven the price of gold down; it 
has even been suggested that the premium to be gained from 
unofficial sales is now so small that such a large gold producer 
as South Africa may soon find the game no longer worth the 
candle of International Monetary Fund irritation which it 
sets alight. 


* x * 


Burma Aid Ended 


The British Government has decided to end the 
arrangement whereby it has been providing temporary finance 
for the continuance of full scale rehabilitation work by the 
Burmah Oil Company on its properties in Burma. This 
finance was arranged early in 1949 following the decision o/ 
the company to di inue its own expenditure on rehabili- 
tation work. Burmah Oil has some £8,250,000 up 
to the beginning of 1949 in its strenuous efforts to repair 
the damage done to its properties during the war. The 
cost to the British Government since it assumed its responsi- 
bility last year is estimated not to have exceeded £2,000,000. 
While a considerable section of the pipe line remains in 
rebel hands without any likelihood of being retrieved, ex- 
penditure on this scale would seem intolerable. The Burmese 
Government itself has failed to raise funds to assist in the 
work as it promised when the company stopped spending 
from its own resources last year. The future position is 
obscure, though suggestions for the provision of funds from 
other sources are being canvassed. Shareholders in Burmah 
Oil have not been unduly by this week’s announce- 
ment. It has not been appreciated that large sums 
have been spent on rehabilitation in the past year. In fact 
the price of Burmah Oil Shares has risen slightly to 52s. 


It has been announced this week in Rangoon’ that Irra- 
waddy Flotilla has been awarded c jon amounting to 


ompensation 

£309,173 by the Burmese Inland Water Transport National- 
—- aking in Burma. 
company. 


a ission for its whole un 
A claim for £1,452,000 had been made by 


- SE ee eae 
















50 THE ECONOMIST; January 14, 1950 


CHUBB 
took no chances then 


In 1922 the S.S.‘Egypt’ 
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ordinary capital of Firth Brown Tools, holdings in an ne 
company, Hack Saws, Limited, and in a Canadian su 
sidiary. independent valuations of tee iatres have been 
made except in the case of the Canadian com: 

the price has been reached after senuaaan’ tees samen 
transactions are involved. John Soren sue and Casspany: which 

has a majority interest in Thos. Fath ond fine beota, owo 
acquire the ordinary capital of Firth Brown Tools for 
£978,000, while in turn Firth Brown Tools acquires the two 
minor interests for £142,015. A sum of ‘£95,183 1 is payable 
to the Canadian Of the £1,024-832 
payable to Thos. Fi and John Brown, £960,500 will 

et on loan to Jn Brown a pr coat nest fpeyale in 
five years, leaving £64,332 presumably to be settled 


* 


In the event of steel nationalisation taking place, notice of 
repayment of the loan portion cannot be given earlier than 
twelve months after the transfer date laid down in the Iron 
and Steel Bill. This ensures that John Brown is not required 
necessarily to find the money for the purchase until that date. 
But the preamble to the scheme makes it clear that in selling 
its interests in the engineers’ tool industry, Thos. Firth and 
John Brown have in mind the substantial new capital required 
for Firth-Vickers Stainless Steels, which it owns equally with 
English Steel Corporation. This company’s new works is 
being cons in conjunction with Samuel Fox and Com- 

ny. Hence it is possible that the money may be required 
Sndely soon. If nationalisation does not take place the pro- 
vision of funds by the proposed sale to John Brown will be 
largely an inter-group transaction. In the other event, funds 
for Firth-Vickers Stainless Steels would have to be found by 
the new Iron and Steel Corporation, while John Brown would 
be assisted in repaying the loan from the compensation 
received for its interests in Thos. Firth and John Brown. It 
is to be noted that the payment of £95,183 envisaged to the 
Canadian company would entail a transfer of dollars, It is 
understood that arrangements for this have to be made. 


x * * 


Dollars for the OFS ? 


American interest in financing the of the 
Orange Free State gold mines shows signs broadening 
following the visit to South Africa of Mr James Murdoch, 
the president of Noranda Mines. On his return to Canada 
last week Mr Murdoch stated that in conjunction with South 
African finance houses his group was considering a — 
the provision of $30 million over a ad 
assurance sought from the South African Government pos 
that dividends would be transferable and capital should be 
returnable in dollars. The Kennecott Copper Corporation 
is already in the field assisting Middle Witwatersrand with 
interim capital. Others may follow. Meanwhile, Sir Ernest 
OpnNE, in Jolieanesburg se the end of last week, 
envisaged an outlay of up to £200 million before the thirteen 
mines at present projected came into production. Some 
£130 million of this money would be needed to bring the 

mines themselves to the production stage and the remainder 
would be spent in the provision of necessary services an 
amenities. 


Bolivar Railway Scheme 


The Bolivar Railway Company has this week issued 
oP ne ee for power to sell 
undertaking Government of Venezuela. 
Nepetlations fon thesia ent aneepmecsdiig for. som: 
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time. The directors ask for power to sell the undertaking 
for not less than £615,000 plus claims and expenses 
equivalent to some 22 per cent of the sale price. 


An agreement appears sufficiently near Tor. the com n 
to recommend a schises iar Siieeuibe. the purchase ee 
This provides fr the {10,200 autstanding prio en deer 
be repaid at a premium of 20 per cent, for full 
repayment of the shaone “A” and £141,900, “B” deben- 
ture stocks without arrears of interest and 
payment on the £273,241 “ C” debenture stock also 
interest. The £136,620 outstanding funding 
would’ receive 10 per cent of their nominal value. The 
£292,800 S pes cont sad 37 age0 BS oe a emnative 
preference stocks would pater 7 per cent of their nominal 
value and 23 per cent paid on the £170,000 
ordinary stock. Spt es & 
se and the “A,” “B” and stocks in that 
order 


It will be recalled that the company’s -tathwity was taken 
over by the Venezuelan Goveeneness ts 1948. It is only 
recently that any great hopes were held out of a satisfactory 
settlement. Stockholders may regard the outcome of the 
negotiations so far with some satisfaction, though there is 
often many a slip in negotiations of this sort. The “A” 
debenture has jumped to 89 compared with a nominal 
price of 45 a month ago, while the “C™” debenture has 
advanced from 20 to §0 over the month. The junior issues 
were marked down sharply this week. A similar scheme 
is expected in the near future for the La Guaira and 
Caracas Railway. 


Anomalies in Tin 


The London tin price appears to be settling down at 
around {600 a ton spot. Available supplies of tin are stil! 
very restricted, and on December 31st stocks of tin in the 
London Metal Exchange warehouses amounted to only 
11,125 tons of refined grades and= 2,568 tons of common 
grades. The forward price has tended to recover somewhat 
in recent weeks, reducing the backwardation to £17. This is 
still an excessively wide margin for three months’ delivery, 
though it is considerably smaller than in the opening weeks 
of the market, when backwardation was at one point nearly 
£70 a ton. It may still take a month or two before a more 
normal relation between spot and forward prices emerges. 
Shipments of tin from Malaya were surprisingly heavy in 


_ December, totalling 8,192 tons. But only 60 tons were sent 


to Britain while 7,27§ tons went to the United States. Total 
shipments from Malaya in 1949 amounted to 54,523 tons 
against 47,214 tons in 1948. 


* 


Trading in tin futures was resumed on the New York 
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Shorter Notes 


The Bank return of January 11th reveals that the fiduciary 
issue has been restored to £1,300 million after standing at 
{£1,350 million for the month since December 12th. The 
reserve Of notes in the Banking department now stands at 
just under £20 million compared with just over {40 million 
before the start of the Christmas shopping rush. 


* 


The National Chamber of Trade and the National Union 
of Small Shopkeepers are asking the Prime Minister and the 
President of the Board of Trade for another postponement 
of the Census of Distribution. The date on which it is to 
be taken has already been moved from early 1950 to early 
1951, following representations from shopkeepers who 
argued that it should be carried out when trade conditions 
were more normal. The same argument is now being put 


forward with this addition: having seen the dummy forms: 


distributed by the Board of Trade to show traders the in- 
formation which will be asked, the traders are afraid that 
the information may facilitate the introduction of a planned 
distributive system. 

* 


A team sponsored by the Anglo-American Council on 
Productivity sailed this week to study methods of producing 
and handling cardboard boxes in the United States. Pro- 
duction in Britain is already highly mechanised, but pro- 
ducers are very short of labour, and particularly of skilled 
labour. The team is therefore anxious to see to what extent 
American manufacturers have been able to reduce manual 
handling and get the maximum efficiency from unskilled 
workers, Another productivity team left last week to study 
American methods of diesel locomotive production. 
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The £4,250,000 share of the insurance risk.on the two 
Cunard “ Queen ” liners, which has hitherto been covered 
by the Government, has now been taken over by the insurance 
market. The total insurance risk covered in the market on 
the Queen Elizabeth now amounts to £6,850,000 and 
that on the Queen Mary to £6,250,000. Since the heaviest 
risk previously borne on any one ship has been the £4,750,000 
on the Caronia, the market’s readiness to carry this new 
obligation is a welcome testimony to its present strength, 


* 


Coal output for the first week of the year was 3,724,000 
tons, of which 3,536,600 tons were deep-mined. This is more 
than a million tons higher than output in the last week of 
1949—when, however, the Christmas holidays reduced pro- 
duction by 1,310,100 tons. New Year holidays are estimated 
to have caused a loss of §09,600 tons. If they are taken into 
account, output in the mines would appear to be continuing 
at a level of more than 4,000,000 tons a week. 


* 


Underwriters were left with 90 per cent of the £2,550,000 
3% per cent Jamaica stock 1968-75 offered for public sub- 
scription last week ; a further £700,000 of stock was placed 
before applications opened. It was incorrectly stated in the 
issue of January 7, 1950, that the loan had been over- 
subscribed ; the official result was not announced until The 
Economist had gone to press. 


* 


In a note on Canadian requirements for electrical equip- 
ment in the issue of December 24th, it was stated that the 
Canadian Standards Association did not publish its stan- 
dards. These standards are, in fact, published and copies 
can be obtained from the British Standards Association. 
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Rayon in your home 


More and more in the modern home, you rely on rayon for beauty and com- 
(ie | fort. Rayon by itself, or used with wool, cotton, or silk, provides a host of things 
to delight the house-proud. Rayon goes to make your sheets and pillowslips . . . 


The complete list is very long, and all the time it grows longer still, as in- 


( 

| your bedcovers and tablecloths... your curtains and carpets and chaircovers. 
( 

creasingly the beauty of rayon becomes appreciated, and its versatility realised. 
} 

\ 


1} Courtaulds 


) THE GREATEST NAME IN RAYON 


Courtaulds Limited, 16 St. Martins-le-Grand, London, E.C.1. 
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COMPANY MEETINGS 


MARTINS BANK LIMITED 


MR A.- HAROLD BIBBY’S REVIEW 
PROBLEMS OF INFLATION 
REDUCTION OF NATIONAL EXPENDITURE 


The one hundred and nineteenth annual 
general meeting of members of Martins Bank 
Limited, will be held at head office, Liver- 
pool, on February 7th. 

In his statement circulated to members, 
the chairman, Mr A. Harold Bibby, D.S.O., 
D.L., writes :— 

It is with deep regret I commence my 
remarks by recording the death, in December 
last, of the Right Hon. Lord Biddulph, D.L., 
who joined the London Board in 1919 when 
the bank acquired Cocks, Biddulph and 
Company. In reporting also the retirement 
of Mr Walter Hargreaves, LL.D., from the 
Leeds Board, and in recording thanks for his 
valuable advice and help over a iod of 
twenty-nine years’ service and for Lord 
Biddulph’s long association with the bank, 
I add my continued appreciation of the work 
of our local boards at London, Manchester, 
Newcastle upon Tyne and Leeds. These 
enjoy a considerable degree of autonomy, to 
the great advantage of our customers in their 
respective areas, and by representation on the 
general board effectively link together our 
widespread connection 

I am pleased to be able to submit to the 
members of the company the balance sheet 
and profit and loss account for the year 
ended December 31st last, indicating both a 
satisfactory profit, slightly in excess of the 
previous year, and an expansion of our busi- 
ness. Like other banks and institutions deal- 
ing with money, our figures since the out- 
break of the war have expanded greatly, due 
mainly to inflation, but members may be 
assured that, to a lesser degree, it is aiso 
due to the broadening of the basis of our 
business in our older offices. The new 
branches, mostly opened just before the war, 
have also played a prominent part in this 
expansion. A steady growth in the number 
of our customers indicates the extended use 
of the facilities we offer. The services of our 
trustee and foreign branches are more widely 
used than ever before and have necessitated 
considerable increases in staff. 


THE BALANCE SHEET 


Current, deposit and other accounts have 
risen by £16,875,370 and now stand at 
£305,289,697 which is a record in the history 
of the bank. The ratio to deposits of our 
more liquid assets, consisting of cash, balances 
with the Bank of and other banks, 
money at call, Treasury bills, Treasury 
deposit receipts and bills discounted, .con- 
tinues at the high figure of 54.6 per cent. 
A decrease of £25,500,000 in Treasury 
deposit receipts is reflected in an increase in 
money at call and in Treasury bills. Thus, 
against a narrow reduction in earning power 
may be set some advantage of flexibility in 
carrying the proportion which falls to us of 
the country’s unfunded debt. 

Our advances have increased by £3,603,422. 
It is im the national interest, wr the 
difficult economic period through ‘whith the 
country is passing, that bank borrowing 
should be confined to the finance of trade in 
the ordinary course of business and it is a 
wholesome feature of the present position, 
in contrast with the postwar period follow- 
ing the first world war, that money is not 
advanced for the speculative ing of com- 

securities i 


however irksome, is at present inevitable as 
a means to ensure the best use of the 
country’s resources. While seeking to meet 
all legitimate eens which would assist 
agriculture and industry, especially the ex- 
port trade, our officers have reamed advances 
which might lead to inflation. 


In a footnote on the balance sheet your 
attention is drawn to a liability of £595,000 
in respect of contracts for the purchase and 
alteration of several properties. increase 
of our business in London and district and 
of the’ work of our foreign branch has made 
it imperative to acquire additional space to 
relieve the pressure in Lombard Street, and 
a large part of the above-mentioned amount 
relates to the purchase of a property in close 
a to that office. You will also see 
rom the accounts that we have transferred to 
premises redemption account a sum _. of 
£100,000. This and earlier provisions have 
kept the item of bank premises and other 
property on a conservative basis but need 
for further provision will persist as con- 
ditions permit for modernisation, extensions 
and acquisitions. For instance, town plan- 
ning under the Town and Country Planning 
Act will involve us in expenditure. It will 
be noted in the profit and loss account that 
there is no allocation to reserve for pensions 
as in former years. Instead, provision has 
been made before arriving at the net profit in 
conformity with the general practice of banks, 


TRIBUTE TO STAFF 


I have continued to keep in close touch 
with officers of the bank upon whom we 
to maintain our reputation for 
courteous and efficient service to our 
customers and I extend to every member 
of the staff the warmest thanks of the board 
for their diligence and faithful service. 


THE SHOCKS OF 1949 


The events of 1949 in the fields of trade 
and were critical, At the beginning 
of the year there were signs that the adverse 
balance of trade with the dollar countries 
was being reduced, creating a feeling of 
optimism, but there were other signs to be 
noted. The sellers’ market was thought to 
be waning, costs of production were advanc- 
ing and increased competition abroad was felt 
in our export trade. Full employment, a 
keen demand on the home market for all 
kinds of goods, extensive capital re-equipment 
in industry and, above all, the decisive but 
not fully appreciated effects of Marshall Aid 
obscured the real position. Nevertheless, the 
true situation was observed by our industrial 
leaders and in my statement to you last year 
I commented upon certain aspects of our 
mation’s fiscal measures which were inimical 
to recovery, particul high taxation, in- 

late allowances for depreciation of 
mac and other industrial equipment, 
amd the need for greater individual efforts. 
The 1949 Budget was presented with an 
optimistic background though taxation was 
not reduced and expenditure was increased. 
Unfortunately, as a result of serious increases 
in our trading deficits with America, the 
Budget was wee a few months later by 
devaluation sterling. In the mean- 
time the effects of inflation 
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to the cost of manufactures. aed 


INFLATIONARY CAUSES AND EFFECTS 


These problems of inflationary effects an 
high costs of production seem to be hes 
insurmountable but I think they can be over- 
come. In inflation, which for practical pur- 
poses means a too low volume of production 
and a too large amount of credit, there can 
be three operative factors, mamely ({) 
through national and public expenditure (2) 
through the banks giving excessive credit o; 
(3) by the payment of high wages for an in- 
adequate output of work. 


TAXATION TOO HIGH: NEED FOR REDUCTION 
OF GOVERNMENT EXPENDITURE 


As regards the first cause I am sure I am 
voicing the feelings of many in saying that 
there is need for a drastic cut im government 
expenditure far in excess of the figure of 
£250,000,000 which has been mentioned. | 
cannot here analyse budgetary expenditure 
but I offer some comments on the resu!: of 
large budgets, namely, taxation, the easement 
of which seems essential. irectly or in- 
directly, taxation enters into almost every 
calculation made by industrialists and busi- 
ness men and even by the wage earner. [i 
- true that increased a allowances for 

epreciation on new capital goods have been 
introduced, but this only antedates the allow- 
ances and does not meet the difficulty of 
covering the doubled or trebled cost of re- 
placing worn-out plant and = machinery 


depreciated on the basis of the old tax 


allowances. The strain on both fixed and 
working capital in industry is growing. 
Though now probably on the downward 
gtade, the level of profits is still high, in 
some cases too high as a result of controls, 
but there is generally insufficient residue after 
taxation to finance the purchase of additional 
new plant and machinery so essential to in- 
crease output and to produce the goods re- 
uired by the exacting customers in the 
lar markets. Stocks of raw materials and 
manufactured goods have substantially in- 
creased, calling for more finance. Some of 
these stocks may be accumulating because of 
selling difficulties, indicating the risk of price 
reductions and losses facing manufactuiers 
in the future. 
A scrutiny of recent company balance 
sheets shows that their holdings of cash, 
ilt-edged and other securities are less, while 
bask overdrafts have increased merely to 
sustain in many cases the same volume of 
activity at higher prices, and, possibly, higher 
gross paper profits. Net profits, it can be 
positively stated, are in many cases insufficient 
to meet replacements, and the incidence of 
the profits tax discourages the introduction of 
new capital for the same purpose. 


INCENTIVES 


Finally, on this subject of taxation, may I 
say a few words about incentives. Rewards 
for risks should be adequate. Our great 
foreign trade was built on the basis of success- 
ful risking of capital-and labour and can 
only be maintained by continued enterpris¢ 
and initiative, both of which need stimula- 
tion, As regards our working population, it 
is to be that the schemes, now rc- 
ceiving official notice, of payments by results 
a8 incentives to greater efforts, will not be 
thwarted im their effect through P.A.Y.E. 
Many successful schemes for participation in 
profits by the workers are now known to be 
in operation and, in certain industries, there 
shoul te ee sens for the introduction 

n the interest of workers the 


form of participation is important for, when 
times = and and earnings high, there is 
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that a sui proportion any increased 
earnings, as the reward of greater production, 
should be saved. Such a provision would 
be in the interest of the worker and the 
country alike. 


As regards the second possible cause of 
inflation, through banks, I have already dealt 
with this aspect when referring to our over- 
drafts and 1 need only add there can be no 
doubt that bankers have understood and 
fully respected their obligations in the 
restraint of inflation. 


JOINT EFFORTS BY EMPLOYERS AND 
EMPLOYEES TO PRODUCE MORE 

The third cause, high wages for an in- 
adequate output, is one which we have failed 
to bring home with conviction to the workers 
in general. It is fair to say that the pre- 
dominant motive activating the conduct of 
many a worker is the fear of unemployment. 
He has been indoctrinated with the belief 
that if he works too hard producing too much, 
he may find himself unemployed because of 
over-production ; also, that if he works too 
hard, though he himself may be employed, 
his brother may not be so fortunate and 
the belief in the need for what is termed 
solidarity has resulted too often im the pace 
of output being reduced to the capacity of 
the inefficient. In addition there is un- 
fortunately a resistance to the introduction of 


be used after the introduction of such devices 
as were em before their advent. This 
is no new feature for it has persisted since 
the days of the burning of Arkwright’s 
“ Spinning-Jenny.” 

The truth is there is greater danger of un- 
employment if we do not use advanced 
mechanical aids, because we shall cease to be 
competitive with countries in which a more 
enlightened view is taken. In the U.S.A., 
if a gang of workmen have a slacker in their 
number it is unnecessary for the management 
to intervene ; the other members insist on 
the withdrawal of the inefficient member, 
knowing that, otherwise, their joint earnings 
will suffer. 

I ‘believe it is unnecessary to return to 
longer hours except in cases of emergency, 
or that workers should forfeit other ad- 
vantages they have gained subject to.a willing- 
ness to work conscientiously when they 
are at work. Any other course wil! lead to 
disaster and it is plain beyond dispute that 
in conditions of independence we only have 
as much as we produce and these remarks 
apply to all sections of the community. Here- 
in lies the substance of our economic problems 
awaiting solution as we approach the day 
when reliance upon our friends must cease. 





INDIAN IRON AND STEEL COMPANY 


INCREASING COSTS 
MR T. LESLIE MARTIN’S SPEECH 


The thirty-second ordinary general meet- 
ing of The Indian Iron and Steel Company, 
Limited, was held on December 30th in 
Calcutta. 

Mr T. Leslie Martin, the chairman, in the 
course of his speech, said: Production of pig 
iron showed a decrease of approximately 
52,000 tons, mainly on account of a tem- 
porary reduction of output as the result of 
an accident that threw out of action furnace 
No. 2 at the beginning of the year at your 
Hirapur works. Against this, however, was 
the fact that this furnace was at that time 
due to be blown out for relining, and the 
opportunity offered was therefore taken for 
carrying out this work, which would, in any 
event, have necessitated taking this furnace 
off production. 

On the sales side, the drop in sales tonnage 

— year was accentuated 


with the result that this item shows a con- 
siderable reduction in comparison to 1948. 
I am pleased to report that, due, in the main, 
to the better prices realised for the company’s 
products, the value of sales recorded an 
mcrease of approximately one crore of ru 

or £750,000. That the increase in ing 
prices of pig iron which took place in 
February, 1948, was essential is borne out by 
the fact that, despite this additional income, 
the gross profit on sales recorded an increase 
of no more than Rs.4 lacs, or £30,000, and 
practically the whole of this was absorbed by 
the additional cost of staff and labour benefits 
and increased interest charges. As a result, 
the net profit, before provision for taxation, 
shows an improvement of only Rs.60,000 
over that of 1948. Owing to the grant of a 


more liberal allowance for iation, the 
taxation liability — however, Rs.54 lacs, or 
£41,250; less, this has enabled your 


directors to recommend to you the payment 
of an increased dividend of 10 per cent., as 
against 74. per cent. 


are fully illustrative of what is happening in 
Indian industry to-day—namely, that the 
expenditure necessary to keep production 
going is so great in comparison with income 
return that little margin is left for share- 
holders or for retention in the business by 
way of reserves. 

I regard the economic crisis which has 
inevitably overtaken this country as only a 
temporary phase inseparable from the teeth- 
ing stage of an entirely new _— regime. 
In a sense it is a blessing in disguise, for it is 
undoubtedly bringing home to the Govern- 
ment, the industrialist, the investor, and the 
labourer a closer realisation of the gravity 
of the problems we have to face and the 
fact that any procrastination in putting the 
utmost effort into their solution, such as 
living within our means and a much greater 
production is fraught with imminent danger 
to the stability of our entire political and 
economic fabric. 

So as there is a shortage of iron and 
steel, and until such time as a certain amount 
of over-production creates healthy competi- 
tive conditions within the country and this 
industry is able to do without protection 
against the certain revival in the not too 
distant future of foreign competition, it is 
in the national interest that a carefully 
planned control of prices and quality of pro- 
duction is necessary. 


PRICE CONTROL 


The prices of steel have been under control 
in some form or other since 1939. Selling 
prices were fixed by negotiation between the 
Government and the main producers until 
the beginning of 1948, when the Govern- 
ment referred this question to the Tariff 
Board for investigation and report. 

After a detailed and careful investigation 
the Tariff Board submitted its report to the 
Government about the middle of March this 

ear and recommended retention prices about 

s.9, on the average, below those ruling for 
pis iron sold to consumers other than the 

teel Corporation of Bengal. In consequence 
of a representation made by us to the Govern- 
ment, the matter was apparently referred 
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back to the Tariff Board and an increase of 
Rs.2 per ton towards “contingencies” over 
the rates originally proposed was recom- 
mended by the board. This recommendation 
was accepted by the Government. The net 
reduction, therefore, is about Rs.7 per ton, 
or some Rs.20 lacs or £150,000 in the year’s 
revenue on sales outside the iron sold to the 
Steel Corporation of Bengal and this arrange- 
ment is to remain in force for one year 
from November Ist last, after which costs 
will again be reviewed and any revision in 
prices made, if necessary. 


MEASURES TO CURB INFLATION 


We all appreciate and welcome the anxiety 
of the Government to curb inflation and to 
bring down the cost of living by a reduction 
in the prices of essential commodities. I 
would, however, urge on the government the 
desirability of the application of the axe first 
to the prices of real. essential commodities 
such as food and clothing and that the iron 
and steel industry should have a lower place 
in the order of priority. 

I have no doubt that you will all join with 
me in expressing our sincere appreciation of 
the government’s decision to grant us a loan 
on terms which may be regarded as favour- 
able in the present condition of the money. 
market. 

The Hirapur works extension scheme, 
which includes the construction of a new 
battery of coke ovens and other auxiliary 
plant has already cost about two and a 
quarter crores of rupees. This expenditure 
has been financed out of your own resources, 
supplemented by loans from the banks and 
the whole scheme has been largely completed, 
We have also had to incur considerable ex- 
penditure at our Kulti works on the 
modernising, mechanisation, and complete 
reorganisation of our foundries for pipes and 
general castings. This has caused a heavy 
financial strain on our cash resources and 
the loan from government will enable us to 
complete the full scheme. 

I feel reluctant to dilate on how labour 
has deteriorated during the last six or seven 
years so far as its productive effort is con- 
cerned whilst there has been a progressive 
increase in its emoluments. Any lengthy 
reference to this question seems almost super- 
fluous, for there is seldom a speech by any 
chairman in which the matter is not referred 
to or discussed The government also, I 
believe, now recognise that the complaints 
of the employer against labour are not 
altogether unfounded. 

As you know, we have altogether four 
blast furnaces; two at Hirapur and two et 
Kulti. For a considerable time only one 
furnace was in operation at Kulti. We have 
recently blown-in the second furnace. I 
hope that every endeavour will be made by 
the government departments in charge of the 
control of iron and steel and the supply and 
transport of coal, ore, and other raw materials 
to afford us the necessary facilities so that 
we may keep all the four furnaces in blast. I 
might also mention tha: pig iren is a useful 
earner of foreign exchange and I trust the 
government will not lose sight of this and 
permit a greater freedom for export of iron 
overseas. 


RAILWAY TRANSPORT 


The burden of railway transport both on 
raw and finished materials has been steadily 
increasing and there does not appear to be 
immediate prospect of this being lessened. 
There would seem to. be no real reason for 
freight regulations and structure to be dis- 
similar when the whole railway system of 
this country is owned and controlled by the 
government, more especially when the inward 
and outward traffic of identical industries is 
concerned. Your two works in the Burnpur 
area are served by both the East Indian 
Railway and the Bengal Nagpur Railway 
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whose respective rules are, in many cases, 
different and often to our disadvantage. This 
matter has been represented to the Govern- 
ment and we earnestly hope that some 
equalizing action will be taken at an early 
date. 

Turning to the question of a possible 
merger of this company and the Steel Cor- 
poration of Bengal, speculation on which is 
revived from time to time, I have nothing 
to add to what my colleague, Sir Biren 
Mookerjee, chairman of the Steel Corporation 
of Bengal, stated in his speech at the last 
annual general meeting of that company. 
The proposition, however desirable it may 
appear on abstract grounds, cannot even be 
considered until the earning capacity and 
the assets of the two companies become 
reasonably comparable and until we see a 
tolerable prospect of the shareholders of both 
the companies agreeing that such an amal- 
gamation would be to their mutual advantage. 

The report and accounts were adopted. 


REAL ESTATE DEBENTURE 
CORPORATION, LIMITED 


PROPOSED BONUS ISSUE 


The annual general meeting of the Real 
Estate Debenture Corporation, Limited, 
was held in London on January 6th. Colonel 
G. S. Brighten, D.S.O., O.B.E., chairman and 
managing director, presiding. 

The following is an extract from his 
speech circulated with the report and 
accounts for the year to March 31, 1949:— 

Immediately following this meeting your 
directors intend to declare the first interim 
dividend on account of the year to March 
31, 1950, at the rate of 5 per cent. actual, 
less tax. 

Revenue during the year under review has 
continued to show a sustained and consider- 
able improvement. The interim dividend 
was 74 per cent. and the final dividend pro- 
posed is 5 per cent. 

On August Ist last, the outstanding 

debenture stock was repaid at a total cost 
to your company of £176,000. This was 
achieved, with the exception of an amount of 
approximately £25,000, by means of the pro- 
ceeds of the sale of two of your company's 
properties. By careful negotiation we secured 
prices for these which realised a sufficient 
sum to carry out the virtual extinguishment 
of the debenture debt. 
. These sales will result in your company 
having a figure of something over £100,000 
to the credit of capital reserve, and we do 
not see any reason why the stockholders 
should not have some benefit from the direct 
result of the prudence and foresight exerted 
in the past, and compensation for the lean 
time they have had for so many years. 

Recent restrictions have prevented the 
directors from exercising their intention to 
declare a “one for one” bonus, but they 
are exercising the company’s rights under the 
regulations and are recommending a bonus 
issue of “one for two” by a capitalisation of 
£44,528 10s. from capital reserve. 

My personal view is that the value of your 
company’s assets at current market prices 
shows a figure in excess of 27s. cover for 
each Ss. stock unit, and may well be more. 

You may take it that it is my view that the 
disposal of the two properties referred to 
above will not affect the profit of this com- 
pany for the current year, or indeed in the 
future. 

Five years’ careful and successful work, 
coupled, of course, with some general advant- 
ages for which we are in no way responsible, 
but also with others which are attributable 
to ourselves, have brought us to a position 
when we are rapidly coming to see success 
of no inconsiderable nature in our affairs. 

The report was adopted. 


CHARTERHOUSE 
INVESTMENT TRUST 
LIMITED, 


SATISFACTORY PROGRESS 


The twenty-fifth annual general meeting 
of this company, will be held in London 
on February Ist 

The following is an extract from the state- 
ment by the chairman, Mr H. N. Hume, 
circulaied with the report and accounts for 
the year to’ November 11, 1949:— 

The Charterhouse Group as it has now 
come to be called, made satisfactory progress 
during the year. After providing for divi- 
dends, £39,714 in the aggregate has been 
added to the reserves and carry forward of 
the three main constituents. A further pro- 
vision of £30,000 has been made for depre- 
ciation of securities in the Charterhouse 
Finance Corporation and this has the effect 
of showing the net value of stocks and shares 
in the balance sheet of that company at 
£15,042 less than the lower of cost, market 
or estimated value. 

During the year we sponsored a con- 
siderable volume of issues and placings, all 
of which were successfully completed. Com- 
petition from the less responsible type of 
issuing house was noticeably less and it 
appears that serious industrialists are in- 
creasingly realising that it is in their best 
interests to entrust their financing to the well- 
established houses which can be relied upon 
to give them sound advice and good service. 


PROFITS TAX 


During last year the market for ordinary 
share issues faded away to almost nothing 
and companies wanting to raise capital were 
forced to issue loan or oreference capital 
carrying a cumulative annual obligation to 
pay interest or dividend. Implementation of 
my previously expressed views that capital 
not bearing such an obligation should be 
issued whenever practicable was made less 
possible by the ill-conceived profits tax which 
in October last was still further increased for 
political as opposed to business or taxation 
reasons. 

Looking back over chairmen’s annual 
remarks, an interesting point that strikes one 
is the number of references made to “ ab- 
normal” conditions or to hopes of condi- 
tions becoming “more normal.” We have 
come to use the word “normal” in these 
remarks when we really mean “ better,” and 
better times must surely mean that period 
when men of goodwill are permitted to trade 
without (or at any rate with the minimum of) 
interference from their governments. 

All engaged in finance are always trying to 
look ahead and to shape their policy so 
that the well-tried and smooth working capi- 
talistic system which has brought so much 
benefit to the entire world can be adjusted to 
meet modern conditions and thus continue 
to serve its purpose. 


CITY’S BEST CONTRIBUTION 


I believe that the best contribution the 
City can make to the common cause is to try 
and work in with the Civil Servants (as was 
successfully done during the war) by en- 
couraging them to study our ways and our 
processes of thought, by trying to break 
down the “isolationist” attitude they tend 
to adopi and by proving to them that the vast 
majority of traders and financiers are not to 
be judged by the few dishonest people who 
cross their path. 

We have concluded a number of profitable 
transactions since the beginning of our 
current financial year, and have a fair amount 
of — potentially profitable business under 
negotiation. We have decided to open in 
Australia and I am sure you will join in 
a kode Popeye 
house Ai Proprietary Limited. 
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LAKE GEORGE MINING 


INCREASED PROFIT 


The thirteenth annual general meeting of 
the Lake George Mining Corporation 
Limited, was held in London on January 
10th, Sir Godfrey Fell, K.C.LE., C.S.1, 
O.B.E., the chairman, presiding. 


The following is an extract from the chair- 
man’s circulated address. 

The consolidated profit. and loss account 
shows that the group operating profit for 
1948-49 at £324,843 was £33,044 more than 
in the preceding year. Seeing that, owing 
to labour troubles, the mill operated for only 
80 days, and that the mine was in ful! 
operation for only 67 days, these results, 
while gratifying, may come as somewhat of 
a surprise. The explanation of course, js 
that the accumulated stocks of concentrate; 
on hand and in transit taken into the balance 
sheet at June 30th, 1948, were sold during 
the early part of the financial year at high 
market prices. 


During the year under review, the cost of 
keeping the mine dewatered and other main- 
tenance charges amounted to about £A.11,000 
a month, while the mine and mill were closed 
down. Now that they are again in vperation, 
it is essential that Lake George Mines Pty. 
Limited, should again build up a strong liquid 
position and increase its reserves of stocks, 
sadly depleted by the strikes ; and I feel sure 
shareholders will agree that it was therefore 
prudent for the operating company not to 
declare a dividend on the results of the past 
financial year, and thus enable the corpor:- 
tion to declare a maiden dividend. But for 
the disastrous and prolonged strike, tollowed 
by the coal miners’ strike, the position would 
have been very different. However, our 
recent labour troubles are now over, the terms 
of settlement are generally approved and we 
may therefore look forward with reasonable 
confidence to an absence of labour troubies 
in the future. 


AN INCENTIVE TO GREATER PRODUCTION 


The final scheme, which was accepted by 
an overwhelming majority, has the grea 
merit of making the amount of the !ead 
bonus dependent in part on output, thus 
affording an incentive to greater production. 


‘There is still a shortage of labour at the 
mine, since many men left the mine on the 
outbreak of the strike to seek employment 
elsewhere and have not returned to Captain's 
Flat, while others, who were persuaded t 
join the Miners’ Federation, a Communist- 
controlled union, which was responsible for 
fomenting the strike and hindering its settle- 
ment, have not all decided to sever their 
connection with that union and rejoin the 
A.W.U., membership of which is now mad: 
a condition of employment at the mine. Th: 
Miners’ Federation has, by order of the 
Court, been debarred from functioning 10 
the company’s area. 


The coal miners’ strike, following on the 
strike at the mine, postponed the resumption 
of work for a further two months. Work was 
resumed on August 15, 1949, and has pro- 
ceeded without interruption, and on a profit- 
able basis, since that date. Given an absencc 
of labour troubles, an adequate ‘labour force 
and a continuance of reasonable prices fo: 
lead and zinc, the output from the mine and 
mill should be considerably higher than for 
the past few. months. 

Your board desire again to record theit 
thanks to Mr Tom Owen, chairman of thc 
Operating company, and his colleagues. 


The report was adopted. 
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BASS, RATCLIFF AND 
GRETTON, LIMITED 


MR ARTHUR MANNERS’S SPEECr 


The sixty-third annual general meeting of 
the ordinary stockholders of Bass, Ratcliff 
and Gretton, Limited, was held on Monday, 
January 9, at the registered offices of the 
company, High Street, Burton-on-Trent. 


The chairman, Mr. Arthur Manners, pre- 
sided, and was supported by the following 
members of the board.—Mr. C. A. Ball 
(deputy chairman), the Rt. Hon. Lord 
Gretton, O.B.E., Mr A. G. Manners, Mr 
W. P. Manners, and Mr P. D. Manners, with 
Mr I. D. Pugh (secretary), and Mr W. S. 
Carrington of Messrs. Whinney, Smith and 
Whinney (auditors). 


The secretary read the notice convening 
the meeting, and the auditors’ report. 

The chairman said:—‘‘ Gentlemen—you 
have received the report of the directors, and 
statement of accounts for the year ended 
September 30, 1949, and I suggest that they 
be taken as read. 


“T think you will agree that the directors’ 
report and accounts in the form they are 
now submitted, with explanatory notes allows 
the publication of all figures and facts which 
are available at the date when the accounts 
are issued thus allowing members of the com- 
pany to study such facts and figures in 
advance of the general meeting, so as to 
be in a position to ask for any further in- 
formation or explanation that they may re- 
quire, I therefore do not think you would 
wish me to take up your time in enumerat- 
ing in detail the variations in the figures. 


POSITION MAINTAINED 


“T feel sure you will concur with me, that 
in spite of many handicaps, your company 
continues to maintain its position, due to 
the enthusiasm, goodwill and energy of the 
employees of the company and its sub- 
sidiaries. I know that you will join with 
me in expressing to all of them our sincere 
thanks and good wishes. 


“I now beg to move that the report of 
the directors and the balance sheet for 
the year ended September 30 last, be adopted; 
that the half-yearly dividends paid on 
December 31, 1948, and June 30 last, on 
the 5 per cent. preference stock of the com- 
pany, and the interim dividend of 5 per 
cent. on the ordinary stock, paid on. June 15 


NOTICES 


last, be approved ; and that a final dividend 
be and is hereby declared of 15 per cent. and 
a bonus of 4 per cent. on the ordinary stock, 
making with the interim dividend of 5 per 
cent. paid on June 18 last, a total dividend of 
24 per cent. for the year, all free of tax, 
such final dividend and bonus to be payable 
on or after January 17, 1950.” 


Mr C. A. Ball.seconded the resolution, 
which was carried unanimously. 


The retiring directors wer: re-elected— 
Mr C. A. Ball on the motion of Mr R. I. 
Tooby, seconded by Mr S. C. Robotham ; 
Mr A. G. Manners, on the proposition of 
Mr M. F. R. Moreton, seconded by Mr E. C. 
Walters; and Mr P. D. Manners, on the 
proposition of Mr. S. C. Robotham, seconded 
by Mr. W. James. 


The remuneration of the auditors, Messrs. 
Whinney, Smith and Whinney, was voted 
on the proposal of Mr E. C. Walters, seconded 
by Mr F. Hanson. 





ASSOCIATED BRITISH 
MALTSTERS 


GRAIN STORAGE PROBLEM 


The twenty-eighth annual general meeting 
of Associated British Maltsters, Ltd., will be 
held on Jenuary 30th in London. 


The following is an extract from the 
statement of the chairman, Mr H. Nutcombe 
Hume, C.B.E., M.C., circulated with the 
report and accounts for the year to August, 
31, 1949:— 


Trading results proved very much better 
than seemed likely at this time last year, but 
the current year’s trading is likely to be 
difficult. Beer consumption is now definitely 
falling and there is unlikely to be any re- 
covery so long as the present extortionate 
taxation continues and whilst we continue to 
live under a “ planned economy ” which per- 
sists in the belief that men will work harder 
to produce goods for export and want none 
of the good things for themselves. The inde- 
pendent maltster for sale is liable to suffer 
a disproportionate drop in trade at such times, 
since the brewer-maltster naturally keeps his 
own maltings fully employed as long as pos- 
sible. Moreover our costs of production are 
still increasing and margins of profit are liable 
to decrease. 


The harvest of 1948 began with most dis- 
astrously. wet weather, .but finished under 
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quite favourable conditions, and the malts 
made from the 1948 crop barleys were much 
better than could have been expected. A 
good deal of the credit for this result is due 
to maltsters making every possible. effort to 
cope with the barley as it came from the 
combine harvester, by placing all their drying 
capacity—mialt kilns included—at the disposal 
of this great effort. 


USE OF COMBINE HARVESTERS 


Between the harvest of 1948 and 1949 a 
large number of additional combine _har- 
vesters Came into use and the difficulties of 
coping with the vast quantities of grain— 
mainly barley—thus thrown on to the market 
at harvest time were greatly increased. For- 
tunately the 1949 harvest was one of the 
driest on record, so the immediate problem 
was one of handling, transport and storage 
rather than of grain drying. What would 
have ha ed if it had been a wet harvest 
it is difficult to imagine, but undoubtedly 
there would have*been a national disaster. 


We are informed that an additional 2,000 
combine harvesters will be in commission by 
the harvest of 1950, but practically no further 
steps have been taken to provide the neces- 
sary additional grain drying and storage capa- 
city. The last completely dry harvest in this 
country, comparable with that of 1949, was 
in 1911, and it was followed in 1912 by what 
is considered the most disastrously wet har- 
vest in living memory. If history were to 
repeat itself, and if no additional provision 
is made in the meanwhile to dry and store 
the increased combined grain, the present 
national effort to increase the production of 
gtain will have been completely wasted. Like 
so many other experiences in this country, 
I suppose we shall have to encounter the 
disaster before anything is done about it. 
But the authorities cannot then say they have 
not been warned. 


Our Export Company is at a great disad- 
vantage in competing with malt exporters in 
foreign countries in consequence of the 
Government’s contro] of grain prices, which 
results in suitable malting barley grown in 
this country being by far the most expensive 
in the world. If it were not for this fact we 
could compete successfully with the malt pro- 
duced anywhere. Even now, thanks to the 
organisation which we have been building up 
during the past 10 years, and to the fact 
that the finest quality of malt in the world 
is produced in this country, we are able to 
secure a share of the world’s export trade in 
malt ; but with the passing of the sellers’ 
market, price will become an increasingly 
important consideration. 


THE TRADES UNION CONGRESS 


EAST AFRICAN INSTITUTE OF SOCIAL RESEARCH 
MAKERERE COLLEGE, UGANDA 


Applications are invited for the following appointments in this 
newly established Institute :— 

Senior Linguist, with specialist knowled of at least one East 
African language. Salary on scale £950 x to £1,050 per annum. 
Candidates should be prepared, if possible, to take up appointment 
in March, 1950. 

Four Anthropologists. One experienced field-worker, salary 
£695 x 25 to £770 per annum ; three junior field-workers, salary £620 
x 25 to £720 per annum. Appointments to be taken up June- 
September, 1950. 

Sociologist, with practical experience in conduct of urban surveys. 
salary £695 x. 25 to £770 per annum, Appointments to be taken up 
June-September, 1950. 

Secretary, with administrative and, if possible, library experience. 
Salary according to qualifications. Appointment to be taken up in 
March, 1950. 

All appointments are for three years in the first instance. Passages 
(including family) provided on appointment and on leave, which 
is normally taken after two years ; expenses of field-workers paid ; 
child allowance £50 per annum per child (maximum of £150). 
Superannuation on F.S.S.U, basis. 

Applications (six copies), giving the names of three referees, 
should be sent to the Secretary, Inter-University Council, 1, Gordon 
Square, London, W.C.1, from whom further particulars may be 
obtained. Closing date, February 18, 1950. 


QTUDENT, ex-service, who hopes to graduate in Economics and 
\2 Statistics next June, requires information of any vacancies. in 
business requiring the application of statistical techniques.—Box 310, 


JPoR Sale.—The Economist, 1947 (5 short), 1948 (complete), 1949 
(4 short).—Offers to Box 318. 


INVITES APPLICATIONS 


for the post of Secretary of the Research and Economic Department. 
Thorough knowledge of economic and political theory essential and 
actual experience of research work desirable. Salary £700, rising 
by three annual increments to £850 per annum.—Particulars of the 
appointment and form of application obtainable up to January 16 
from Vincent Tewson, C.B.E., M.C,. T.U.C., Transport House, Smith 
Square, London, S.W.1. 





ARMITAGE AND RIGBY LIMITED 


This Company invites application for the post of Export Manager. 

The Company trades in cotton and rayon piece goods. Personal 
knowledge is needed of the markets overseas, the goods they take, 
and their ways of trading. Journeys abroad will be necessary, and 
foreign languages are an advantage, 

We are looking, not for a young man at the beginning of his 
career, but for a man of experience who knows the trade. He will 
pe Sore to take responsibility at once, and show himself capable 
of it. 

Application should be made by letter to the Chairman. Alli appli- 
cations will be treated with absolute confidence. 

14, Bridge Street, Manchester 3. 





a ne 


A BANKING CAREER IN THE EAST 


THE EASTERN BANK LTD, has a few vacancies in executive 
positions for suitable men willing to enter into a banking career in 
the East. Applicants should be between 20 and 24 years of age and 
unmarried.—Applications, which should include particulars of banking 
training, should be addressed to The Secretary, The Eastern Bank 
Ltd., 2-3, Crosby Square, London, E.C.3. 


“, GGOUNTANT, fully qualified, wanted by National Trade 
+\ Organisation in London for Accounts and Office Management. 
Minimum salary £500 p.a.--Write Box 312. 
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Company Notes 


Aliied Leather indust 
net profit amounted to £20,781 18530) for 
the year to June 30, 1949. A dividend of 10 
per cent is recommended for the year. 


Charterhouse Investment Trust.—Total 
profit for the year ended November 11, 1949 
was £117,923, compared with £120,523 in 
1947-8. Investments taken at cost less real- 
ised surpluses: were valued at £927,624 
(£918,251) at the year-end. 


Siee! Barrel Scammelis.—Consolidated 
trading profit of the subsidiaries increased 
from £90,281 to (106,069 7 in - year to ipa 
30, 1949. Total current assets of the 
June 30, 1949, were £380,180 (£348 
liabilities and ‘provisions £196,202 


Michael Nairn and Gréenwich.—Group 
trading profit declined from eee - 
£636,638 in the year to aoa 

Net profit amounted to £359,679 (£419,582). 
The es of 15 per cent for the year is 
repeated. Net current assets increased from 
£5,094,788 to £5,297,633. 


Cardiff Maiting Company.—The 
on trading account i 
£34,924 in the year ended 
1949. The dividend of 173 per cent for the 
year is repeated. 


Robert Deuchar.—Trading profit fell from 
£432,884 to £231,832 and net profit from 
£198,536 to £89,364, The ordinary distribu- 
tion of 20 per cent tax free, is repeated. 


Teacher (Distillers).—Consolidated profit 
for the period January 1, 1949, to September 
30, 1949, was £313, 525 and net profit 
£139, 036. A dividend of 7} per cent is pro- 
posed for the nine months’ period. 


Enfield Cycle.—Trading profit for the year 
to July 31, 1949, amounted to £216,470 com- 
pared with £97,975 in 1947-48. Net profit 
increased from £31,778 to £67,782. Net cur- 
rent assets at the year-end were £326,383 
(£260,769). 

Tobacce Securities Trust.—Recom- 
mended dividends for the year to October 31, 
1949, are 17} per cent (same) including 5 per 


O57) 


balance 
from £31, an 


cent interim on the ordinary 
ee ure cent (same) on the 

as stated in the 
issue of pe Ser 7, 


Tollemache’s seman .—Consolidated 
— — amounted to ae isan. oe 


the year to ; 
wa £44,419 (£59,129). Net current assets at 
September 30, 1949, were £194,460. 


Houlder Line.—Total profit amounted to 
£499,689 (£509,099) in the year to December 
31, 1949. Depreciation rovision absorbed 
£374, 562 against £232,399; the charge for 
taxation was reduced from £238,000 to 


paket bho payments on account of 
new the fleet was valued at 
£1 "730,000 £1,650 »371) at the year-end and 


net current assets at £605,086 compared with 
£643,958 a year earlier. 


Radio. Rentals Ltd.—Tofal group profit 
rose from £323,382 to £460,487 in the year 
ended August 31, 1949. After provision, inter 
alia, of £240,892 (£165,538) for depreciation 
on radio and television sets and fs 715 


(£21,354) taxation, consolidated n rofit 
amounted to £150, 162 (£115, 454). roup 
current assets at August 31, 1949 were 


£67,810 compared with net current liabilities 
of £40,102 a year earlier. The net book value 
of radio and television sets, etc., has been 
increased from £818,371 to £929,390 on the 
year. 

possi sgy pata Sela balance of profit for the 
parent company amounted to £968,327 
(£1,009,426) for "he year ended October 31, 
1949. A dividend of 35 per cent is recom- 
mended on the ordinary, the “A” ordinary 
and the “B” ordinary shares (same). 


Sisal — — Consolidated _ profit 
amounted approximately £229,000 
(£193,266) in ha year to June 30, 1949. It is 

recommended that the total dividend for the 
Year be increased free 20. per cent 10 30 pet 
cent. 


Henlys.—Consolidated trading profit de- 
clined from £300,594 to £259,912 in the year 
to August 31, 1949. The year’s provision for 
taxation has been reduced from £168,525 to 
£132,763. A total dividend of 100 per cent 
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Investment Statistics 


Capital Issues 


The Jhanzie Tea Association.—]; j; pro. 
ae to issue £150,000 6 per cent cumula- 
ve redeemable convertible unsecured loan 
sack at par to existing shareholders in the 
peepee oe of £7 new stock for every 20 
ordinary shares held. Applications for any 
excess stock are also invited from share- 
holders, The is convertible 
1950-60 at 25s. and redeemable 1960-64 a: 
102, 1965-69 at 101 and finally on January 
1, 1970 at 101. 


Henry Ballantyne and Sons.—Arrange- 
ments are in hand for marketing the 6 per 
cent cumulative {1 preference shares of which 
there are 110,000 in. issue. 


British industrial Plastics.—A private 
placing has been made of £250,000 45 per 
cent unsecured notes 1955-59, 

Fulford Trumps.—Shareholders are offered 
45,000 54 per cent cumulative £1 preference 
shares at 22s. a share. 

Radio Rentals.—It is proposed to offer 


100,000 5s. ordinary shares at 10s. a share to 
existing shareholders, 


New Issue Prices 


sue) Price, 





Issue Price Jan. 0, 
Sep ga FS | 3980 

Agric. Mort. Pe | (£25 paid) . —} dis 
BEM OE. oe thc. ecccei 22/0 | 25/ i 25/10) 
PROF. So 5c bk sa Be kes cs 33/6 —40/0 
Burgess & Ledwood, 10/- ...... fi 20/9. -21/3 
Be OM Sis. SI. ocak 22/3* | 21/9—22/3 
Carpet Man-Loan (£50 paid). . 105 ' 4—lp: 
Cassell (Holdings), 5/- ......... 9/9* | 10/0—10/6 
Collins (Holdings), Ord. -...... “| 26/6 | 27/6—28/0 
Bo. 5% Profit... c..i sc | “4/3 | a an 22/14 
Drayton Reg., 2/- .......+.s005 i i. ~4/104 
Do. P. a Sieh nent ond: Sane P 20/6 —20/6 
Fremlins, Deb. (£25 paid) ...... | 100 | 3i—3hpm 
Do. Ord. htdee cabs 5 pte ah | 28/0 |. 29/0—31/0 
jamaica. of 10 paid) ...... | 100 2—1} dis 
Soy tie etssaspeasste| ee: |< 30/3—31/3 
cap ta vines | 26/0 35/0-—-35/6 

PLA. 68 29 paid) ....... | 9 #—R pm 
Serck Radiators Seseeense cine | 20/0 57/0 —58/0 

20/3* 


Tilley Lamp, Pref. ............ i 20/3-—20/9 


* Placing. 





SECURITY PR PRICES AND YIELDS 


A fuller list containing 371 securities appears weekly in the Records and Statistics Supplement. 
appear in the Supplement: Houlder Line ; Radio 


Year aaa | 
High | ~ Low 


~ a4 


Name of Security 


itial 


Yar Bonds ee 
Ina Danie si te 












Mar 13582 
Eases 
100 {lesen Ste tk. 2 Bowie tht std } 00) 
st vanes hassasaes 1 
MEP at ae 
106% | 100. ||War Loan 39 bc. 18 1955-59.|| 10 
i048 94 E cho aeeet 92 
104 | YPunding HK 5 195869, oT 
se | 3019 {iFunding 45, May 1. 960-90... 
103 9 vy. Bonds 3% 1, 1960-70 
99 88 . Bonds ay 1, 1964-67) 
1 1 Vict. Bonds 4% Sept.1, 1920-76 
103-4 | \Sav. Bonds 3°%"Aug. 1 y 94 
ne | ait leone ats oe 1 et) 
iv. a ° * 7 
M4 Treas.St 24% aot { 
al | Sites woul 
104% | 87 ‘Warloan3)%6 (alterDe6.1 | 
103 L- Gd Ave. eee e eens : 
105 | ‘Br Egon ik ear | 
out | {Brit Tpt. 390 Ga 1, 1968-73) 94h | 
1018 | , . 3% Mi 1990-95 88 
Redeu orked © on ssur r 


oan the following company reports 


Rental ; Enfield C 








1¢. 
1950 — 
8. $, ¢ 

101 O11 Si lwil | % 

100 ie 04 3 106 93 (a) 
lly |015 6'2 0 6! 91 (d) | 
100% | 1 010)2 5 8a, 5 50 cl 80 ¢ 
10m} 1 48/24 Ti) rl RE! 8 S| 
100}xd, 1 6 4/2 8 6F 82/6 | 69/6 | 22pc| ‘Tha! 
10]. \2 6 4/211 24) 33/104 18 pe 40 cl We 
} 102gxd) 1 7 1) 213 87] 81/- | 65/ lai 76 
1 11.7. 0)214 5lsi/9 [1267/3 Bs +19 db 
Q7hxdi 116 6} 3 3 87/104/45 a b| 8a 
98; | 110 41213 74) 38/9 | 32/- 5 6] Qe 
118 4/3 6 61) 20/- | 15/9 | 206! Sa 
106 112 3)3 8 Oe} 34/- | 27/- 8c Be 
954 111319 3/3 71l] 77/- | 58/6 | I ec} We 
92h }118 613 2 51] 49/4) | 40/4 76) 3a 
‘1108 | 1132 11/3 8 2*}125/- | 92/6 | lhe! 18Rd 
9xd}2 0111/3 9 27) 47/3 | 27/3 | 10 ¢} 10 ¢ 
di2 3 7/319 3f/ 51/6 | 39/9 | We! We 
2 110/}3 16 Sf] 63/15 | 52/6 5 6! The 
a 314 2f] 53/6 | 31/9 | 1746) Ta 
81, 011; 314 9f} 52/3 41/6 4b) 8a 
21 3;3i 3 ih TT Aye HITA 
91°12 °2 5|}317 3f] 57/9 | 51/3 | lhe) ldbe 
119 10,312 5/1 78/1 | 57 b a 
1207/3 9 34 6p a db 
133 3batad a |iy| ats] Be 
‘ c | 7” @ 

3} a2 2.2 34 














| 




















Other Securities £24 
Australia 34% 1965-69. .... xd) $10 01 
124% 1955-57. - 1216 0! 
lAntrlaain Chih he aut 
‘Assoc. Elec ical Ord fi...) t0/* 459 
Assoc. Port. Cem. tk. £1) 78/- 516 1 
Austin Motor, Ord. Stk. 5/-... a 7 4 
Saree Hapk, Ost. dain 424 
Bass Ratcliff, Ord. f1..,... 18673 311 7 
ritish ygen, Ord. £ 91/- 4°25 
a bat. iacuses 35/- 46 4 
Distillers Co., Ord. 4/-...... /~ 4 5 Ob 
Dorman Long, we. yess 1/9 6 0 9 
Dunlop Rubber, fl 62/9 416 0 
imp. Ind.,.Ord. Stk. £1) 42/6 415 7 
Imperial Tobacoo, f1....... /6 611 3 
Lanes. Cotton, oe fi 31/ 6 8 0 
‘Lever & Unilever, Ord. {1..|| 43/9 4ll 5 
Pvastele Miki; Dod. Ste, £22 58/9 434 
'P’chin J’nson, Ord. Stk. 10/-| 34/- 7 010 
P. & O;, Def. Stk. {1....... ~ 59 1 
Seameme h Leaks ft | Def. f1.)| $3/ tis 5 
Ww. ; « 

“Shell” Ord. Stk. £1) 3.7 1 
Invest, Stk. £1. ¢ $ . 

i 
Woolworth (F. Wh Ord “| 4/- 3.19 Tm 
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Statistical Summary 


EXCHEQUER RETURNS 


For the week ended Janu cs sakes total 
ordinary revenue was £113,594 against 
ordinary expenditure of aces bee and issues 
to sinking funds of £683,000. Thus, including 
sinking fund allocations of £12, 780,000, the 
surplus accrued since oro Ist is £33, 705,000 
compared with £326,207,000 for the corres- 
ponding period a year ago. 


ORDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 


Receipts into the 












Exchequer 
({ thousand) 
Esti- | April | April 
Revenue mate, " 1 Days Week 
\1949- dj to to jended | ended 
| Jan. Jan. | Jan. | Jan. 
| 8, , * 7, 
i 1949 | 1950 | 1949 | 1950 
ORDINARY | | 
REVENUE } 
Income Tax... ... 14 620,466 625,967] 62, 178’ 63,829 
Sur-tax .........| 105, 41,950 54,400) 6,000 6,100 
Estate, ete., Duties | 176, 135,450 147,000] 3,600 3,600 
Stamps... ..e.0s 43,563. 39, 600 1,200 700 
Profits Tax .....} 240 147,240 208,660 7,300 8,500 
RPE sp eistens . 71,605 31,800} 2,100 ... 
Other Inland Rey, 1, 


i 
37,450 17,400) 5,100 "300 


Total Inland Rev. 208550011097884 1124907] 87,508 83,029 


SpecialContributa. 25, 


—— 











Customs. .......- | $29,650" 642,192 629,144] 17, 17,337] 17,214 
Excise svcsveueud | 663,600) 557,500 530,900) 5,700, 4,200 
Total Customs &| ‘ 5 | L414 
Excise ......6. 11495250)1199692 1 60044] 23,037) 2 
xcise on 
Motor Duties. .... | 54,000| 20,862 20,873 8 ,136| 7,970 
Surplus War Stores, 44,000) 91,306 67,489 = 93 


Surplus Receipts} | | 
from Trading..| 18,000} 4,826 42,99, ... | 
P.O. (Net Receipts) pas eee es ais 
Wireless Licences.| 12,000) 7,755, 8,190 
Crown Lands... .. 1,000 660 0 
Receipts from wit Sd 
Loans..| 20,000} 13,507) 12,395] 2,163 45 
Miscell. Receipts..| 50,000)113,861 64,585 364 843 


Total Ord. Rev... 3777750 550353 2502019121228 113594 


} 


SeiF-BALANCING { i 
159,630] 114,900) 121,600 2,100 2,100 








Post Office... 2... 
Income Tax 
E.P.T. Refunds 5,700 6,727) 9,556 206; 172 
Toth ji. Wiis eag 594350801267 1980' 263317 1123534115866 
ssues out of the Exchequer 
to meet payments 
({ thousand) _ 
Esti- AS bon 
Expenditure mate, Week 
1949-50) to sate ended 
oo tec a Jan. 
1949 | 1950 | 1949 | 1950 
ORDINARY | 
EXPENDITURE 
Int. & Man. of | 
Nat. Debt..... 485,000) 354,695; 349, 9,733; 2,296 
Payments to N. 
reland........ 30,000) 18,561, 27,4 938 1,730 
Other Cons. Fund i 


B} 2,355) 2,811 
5} 13,026, yen 
41,600) 38,100 


0 54,626) 44,937 
683 


Sinking Funds 1,21 


11227 
Total (exel. Self- 
Bal. Expd.).... 22 


SeLF-BaLANcING | 

Post Office... .... 159,630 oo 121, 

lncome Tax 
E.P.T. Reheeks 5,700 












After increasing Exchequer balances by £2,233,888 to 
£5,532,323, the other oy por for the week decreased 
the gross National Debt by {57,119,929 to £25,635 million. 


NET RECEIPTS (f£ thousand) 
Land Settlement ae Acts, 1919 and 1921 . ons 


Tittn Act BRIG. BG as bs a ee Cece _210 
220 
NET ISSUES \f ——— 
oar ee and Telegraph Act, 1 MPH. ec cs a 
t Office elegra Ob; SORE oS ck ernie 57 
EP ¥: Rem, oa oe 210 
Overseas Trade Guarantees Act, 1939 and Export 
Guarantees Act, 1949 ........00..00.0.0000... 5 
Local Authorities Loans Act, 1945, s. 3(1) ...... 100 
Overseas Resources Development Act: Overseas 
Finance Acts, 1946 and 1947, Post-war Credits... 276 




























CHANGES IN DEBT ({ thousand) 


: RECEIPTS ‘oot 
Tax Reserve Certs. 1,183 | Treasury Bills . 43.454 
Ways & Means Ad- 23°, Def. Bonds. . 17 
vanoes ...... «+ 29,570 3% Def. Bonds. ... 408 
3% Ter. Annuities. 1,348 

Other Debt :-— 

Internal ....... 644 
External ...... i 

Treasury Deposit 
Receipts ....... 42,000 
30,753 87,872 


FLOATING DEBT 


{{ milhon) 
















Ways and 
Means 
Advances 
Bank 
Public of 
Eng- 
land 


Total 


Date Float- 


ing 
Debt 


2240-0 | 2272-0 
| 























Oct. 15}2710-0/ 2218-7 , 12- +§16147-4 
» 22]2770-0! 2210-1} 400-9 | 11- 797-5} 6190-0 
» 294 2850-0; 2164-3 . 778-0 . 

Noy. 6} 2870-0} 2122-9 755-5 
» 12 “8 752-5 
a 8 753-5 
» 26 8 754-5 

Dec, 3 “<¥ 785-5 
om 6 803-0 
OED *9 859-5 
» 24 2-1 8838-0 

*0 
0 


TREASURY BILLS 


(£ million) 


Date of 
Tender 











7 | 170-0 10 4-73 56 
230-0 | 272-8 | 230-0] 10 5-92 79 
230-0 | 283-1 | 230-0} 10 5-84 74 
230-0 | 294-5 | 230-0} 10 5-64 69 
230-0 | 296-5 | 250-0} 10 5-62 68 
230-0 | 307-0 | 230-0] 10 5-48 63 
230-0 | 284-5 | 230-0} 10 5-82 74 
230-0 | 294-3 | 230-0} 10 5-66 69 
230-0 | 260-0 | 230-0} 10 5-91 61 
230-0 | 312-5 | 230-0] 10 4-03 60 
230-0 | 321-9 | 230-0] 10 4-01 58 
230-0 | 282-7 | 230-0] 10 4-52 75 
230-0 | 292-4 | 230-0} 10 4-16 69 
230-0 | 253-9 | 230-0} 10 5-09 89 
ane —— 230-0 





anuary ations for bi pa 

amen were ae at £99 17s. 6d. oak "shia in full. 

lications for payment on Tuesday were accepted at 
(98 110, 5d. and shoes in full, and sppicatime for payment 
on Wednesday, Thursday, Friday and Saturday were 
accepted as to about 88 per cent of the amount applied 
for at £99 17s, 5d., and applications at higher prices were 
accepted in ful ‘Treasury Bills to a maximum of £230 
million are being offered for January 13th. For the week 
ended January 14th the banks will not be asked for 
Treasury deposits. 


NATIONAL SAVINGS 


thousand 

Total, 
Week Ended pr. 1 to 

Jan. 1, | Dec. 31, } Dec. 31, 

1949 1949 1949 

vings Certificates :-— | 
ONG ck scan ucass — | : bo 77,100 
Repayments ............ ; ‘ 94,950 
Iain 

Net Savings... .......... 600 vee 400 WD 17,850 


Defence Bonds :— | —_————- 


Receipte. nis. eects ee 455 | | 225 20,060 

Repayments ............ 845 | 475 30,033 

Net Savings ../......... Dr 390 \Dr 250 Wr 9,973 
P.O. and Trustee Savings }-—--—————— 

Banks :-— 5 

MIB io ica scat se 9,450 | 10,255 | 470,042 

Repayments ............ 11,156 | 13,605 522,990 

Net Savings ............ Dr ,706 )Dr3,350 Dr 52,948 
Total Net Savings......... Dr 1,496 |Dr4,000 |Dr80,771 
Interest on certificates id 252 244 , 
ae come 9 accrued on sa 

nail a mete a a en S94. 34, hal 
me tH Bi year 


million aos wishedenenie (826 million, leaving a ram deficit 
of {33-5 million. 





BANK OF ENGLAND 
RETURNS 


JANUARY 11, 1950 
ISSUE DEPARTMENTS 


£ 
Notes Issued:— Govt. Debt... 11,015,100 


InCirculation 1280,488,690 a Govt. 


In Bankg. De- Securities ... 1288,236,259 
partment .. 19,868,133 Other Secs. ... 738,344 
Coin (other 
i than gold}. 10,297 
| Amt. of F Gee 
} Issues ...... 1300,000, 000 


| Gold Coin and 
| Bullion (at 


i 


| 248s. Od. per 
| Om. fme)..... 556,825 
[300,356,625 | 1300, 356,823 
BANKING DEPARTMENT 
£ { £ 
Capital ...... 14,553,000 | Govt. Secs.... 482,543,941 
MR ise 3,650,987 | Other Secs.:- 46,245,883 
Public Deps.:~ 124,887,882 | Discounts and 
Public Accis.* 16,718,089 | Advances... 23,167,185 
H.M. Treas. | Securities.... 23,078,698 
Special Acct. 108,169,843 | 
j 
Other Deps.:- 410,874,200) 
Bankers..... 298,708,559 | Notes........ 19,868,133 
Other Acets... 112,165,641 | Coin......... 5,308,112 
553,966,069 | 553,966,069 


* Including Exchequer, Savings Banks, Commissioners 
of National Debt and Dividend Accounts. 


COMPARATIVE ANALYSIS 







Ssue 


ee —_— 











Notes in circulation,.... 251-3)1321- 
Notes in banking depart- | 
WOE cic cen eteirn dukes 49-0} 28- 50-7, 19-9 
Government debt and 1 f 
RC ic inna kins 349-3:1299-2 
Other securities......... + OF 
COM AE eb saw des 4 @- 


Valued at s. per fine oz... 
Banking Deft. ; i 


0- 4 
248/0 248/0 


19-8 16: 


iblic ‘Accounts = Sata eee 7 
Treasury Special Account 97-9; 108-2 
OED ovine ides 8his nas 292-9 298-7 
SN 6.5540 Keibaa opines 115-1 112:2 
SOR vous cnebes a Sienna 525-8, 535-7 

Securities -— | 
Government. .......<... 440-9, 482-5 
Discounts, ete........... 23-7) 23-2 
WE rents a hecus tie 23-4) 23-1 
MOON ies Re ee ek cues 488-1) 528-8 

Banking dept. res.......... §5+9| 25-2 

o | © 
©: Proportion © gi 6.k655 ts 


Government debt is £11,015 k 
Fiduciary issue lowered from oa 380 Fillion to £1,3€0 
million on January 11, 1950 


” 


INDEX OF WHOLESALE 
PRicns 


“THe Economist 





nN 
#5 





Group 28 3, 

1948 1949 1950 

Other foods.........-.. | 33a-8 | 147-3 | 147-3 
Textiles ....... Feeaeien | 186-1 | 205-1 | 205-8 
WED oy sci < cise | 267-4 | 267-5 | 268-1 
Miscellaneous ...,...... | 153-4 | 152-4 | 152-4 
Complete Index........ a | i972 | 177-4 
Ro a (gona | o43-8 | o4a-t 





GOLD AND SILVER 

The Bank of England's official buying price for gold 
was raised from 172s, 3d. to 248s. Od. per fine ounce on 
September 19, 1949, and the selling price to authorized 
dealers from 175s. Od. to 252s. Od. per fine ounce. Spot 
cash prices during Jast week were as follows :— 







SILVER 


| 
London las York; Bombay 
per wr. ounce'per 100 tol 


1950 
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BANKING co 
rereaptate tT a ‘Foreign, Trg 
CAPITAL IssU FULLY PAID uP will find The Royal Bank of 
RESERVE FU trade 
RESERVE LIA 


welt ally i 
wa 
developing Gave. B ee tnd, Centra 
London Offices— A ‘i 
6 Lothbary, E.C.2, B, Strath; Mgr. 
ind Cockspur St., S.W.L. L. R. Newman, Mgr. 


THE ROYAL: BANK 
OF CANADA ) over ::720 tranches 


in 
Head Office, M eal. > i West Indies, 
Offices in New York and Paris South America 





















CHINA (Con. 
Swatow 





incorporated in Canada in 1869 with Limited Liabilir, 


Information about 





AUSTRALIA .«.. 


B.W. BLYDENSTEIN & CO. 








: Established 1858 
From over 400 Branches throughout Australia 

information is collated relating to the above and 

many other subjects in the interests of British BANKERS 





trade. You are invited to make use of this 
informatory service. 


The English, Scottish & Australian Bank, Limited 


We specialise . of aoc transactions with 


54, 55 & 56, Threadneedle Street, London, £.C.2 





Chiet Office: OXFORD STREET, Pe } ROYAL BANK OF CANADA 


DIVIDEND NO. 250. 









NOTICE IS HEREBY GIVEN that a DIVID per cent. 
ssl being at the rate of 10 per cent. the Oe eae 
—_.__ onteas Biodk of the Bante been } ere 
YONG, bes eaten: Se Honours Ecdnomies (incl. | branches on and after March 1, 1960, ie ak ‘rose 
her t jevel, reeks a . —— years’ experi- January 31 
which offers Insufficient Box 320. ' _ . ~ cm Pear, London M 
fnsuficient scope ess | ik 6 Lothbury, London, .C.2. Jenuere it o 
Fx XPERT ANALYST | COMPANY ACCOUNTS WANTED 
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x te ene tae Meonthig.” ana Nation,” and 
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. Visitors &. 64. 
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